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WORLD  NEWS 


Cash  victory  for 
victims  of  East 
German  injustice 

The  Garmon  government 
announced  measures  to  com¬ 
pensate  more  victims  of  injustice 
hi  the  former  East  Germany  in  a 
move  that  could  add  about 
DM3Q0m  (€1 53m)  a  year  to  state 
spending.  The  measures  increase 
the  number  of  people  eligible  and 
some  payments.  Europe,  Page  3 

IMF  stands  by  ECB 
The  European  Central  Bank, 
under  fire  for  issuing  mixed  sig¬ 
nals  on  interest  rate  policy  and 
the  euro's  appropriate  exchange 
rate,  received  support  from  the 
International  Monetary  Fund. 
Europe,  Page3 

World  Bank  seeks  capital 
World  Bank  president  James 
Woifensohn  told  finance  and 
development  mmistore  In  Wash¬ 
ington  that  they  might  have  to 
provide  more  capital  for  the 
development  institution. 
Internationa],  Page  5 

EU  sat  for  US  beef  ban 
The  European  Union  is  sat  to 
ban  hormone-treated  beef 
imports  bom  the  US.  The  move 
gives  Washington  until  June  15 
to  take  steps  to  ensure  beef  cer¬ 
tified  as  oomhTQ  from  animals  not 
reared  on  growth  hormones  is 
genuinely  hormone-free. 

Work!  Trade,  Page  4 

Arafst  (Mays  decfadon 

Palestinian  Authority  president 
Yassir  Arafat  said  he  had 
decided  not  to  declare  an  indoh 
pendent  state  until  after  Israel's 
general  election  on  May  17. 
International,  Page  5 

US  sanctions  dfrabdown 
The  US  announced  it  is  to  modify 
its  use  of  economic  sanctions  to 
allow  for  commercial  export  of 
food  and  medicine. 

World  Trade,  Page  4 

Warning  ovar  East  Timor 
The  governor  and  mBHary  com¬ 
mander  of  East  Timor  have 
warned  the  promised  plebiscite 
to  determine  independence -or 
autonomy  from  Indonesia  cotdd 
spark  dvfl  war. 

Asia-Pacific,  Page  6 

Bo&fing  coBapse  MB*  two 
Two  people  died  and  120  were 
feared  trapped  in  a  cofiapsed 
building  in  Lagos.  Nigeria,  after 
crowds  seeking  shelter  from  a 
downpour  ran  into  the  block, 
state  radio  reported. 
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ANC  majority  fear 
South  Africa  would  become 
"another  Zimbabwe"  after  the 
June  2  general  election  if  the  rul¬ 
ing  African  National  Congress 
won  more  than  two  thirds  of  the 
vote,  an  opposition  leader 
warned. 

fritamaftlonal,  Page  5 

fisphantt  backs  Cfrfrn 
Congressman  Richard  Gephardt. 
House  minority  leader  and  a  piv¬ 
otal  player  on  trade  policy,  said  it 
was  in  US  Interests  fix  China  to 
join  the  World  Trade  Orgsrtisa- 
tkxi.  World  Trad*,  Page  4 

Mexico  In  IMF  tab 
Mexican  offlctsb  mat  the  Interaa- 
ttanal  Monetary  Fund  managing 
director  Michel  Camdessus  in 
Washington  to  dscuss  a  new  fin¬ 
ancing  package  but  have  oil  but 
discarded  a  raoantty  introduced 
anti-contagion  credit  fine.  Left? 
America,  Pag*  4 


EU  takes  tough 
stance  on  Coke's 
Cadbury  acquisition 

Coca-Cola  was  warned  by  the 
European  Union's  competition 
commtesJonarthat  ft  faced 
potentially  heavy  fines  unless  it 
submitted  its  planned  acquisition 
of  Cadbury-Schweppes’  non-US 
soft  drinks  business  for  EU 
approvaL  Companies  and  mar¬ 
kets,  Page  13;  Lex,  Page  12 

Luxottica  of  Italy,  the  world's 
largest  eyewear  manufacturer 
and  optical  retailer,  has  acquired 
the  Ray-Ban  sunglasses  brand 
for  $640m.  Companies  and 
markets.  Page  13 

McKesson  IBO  shares  stamped 
after  the  recently  merged  US 
healthcare  group  was  forced  to 
cut  its  previously  stated  earnings 
figures  for  1998.  Companies  and 
markets,  Page  1%  Aetne 
shares  ratiy,  Page  16;  World 
stock  markets.  Page  36 

Marita  &  Spencer,  British  ratfotor, 
announced  plans  to  dose  all  38 
MSS  stores  In  Canada  with  the 
loss  of  900  jobs  after  sustaining 
kisses  in  24  of  its  25  years  in 
North  America.  American  com¬ 
panies,  Page  16 

WaHUart  the  world’s  largest 
retailer  with  annual  sales  of 
$138bn,  put  paid  to  speculation 
that  it  planned  to  go  to  the  UK  in 
the  near  future,  saying  It  would 
not  be  In  shareholders'  interests. 
American  companies.  Page  16; 
Observer,  Pegs  11 

Cameron  McKanns,  one  of  the  top 
10  UK  law  firms,  is  to  fink  up 
with  five  continental  European 
firms  to  create  one  of  the  biggest 
European  legal  services  groups. 
UK  news.  Page  8;  Global  brief, 
Pago  10 

Japan's  government  came  under 
Increasing  pressure  from  within 
the  ruling  Liberal  Democratic 
party  for  a  supplementary  budget 
to  prevent  a  further  economic 
slowdown.  Page  12 

Sony,  Japanese  electronics 
group,  fed  into  a  loss  in  the  three 
months  to  March  31  and  warned 
of  deteriorating  rasu/te.  Asia-Pa¬ 
cific  companies,  Page  14 

Laura  Ashley,  UK  retailer  of  frocks 
and  furnishings,  is  selling  Its  US 
business  for  $1  fn  a  deal  with 
bankers  to  stave  off  Insolvency. 
Companies  and  markets. 

Page  13 


DRASKOVIC'S  DEPARTURE  DEALS  MAJOR  SETBACK  TO  DIPLOMATIC  EFFO^TSTTu  END  KOSOVO  WAR 


Yugoslav 
deputy  PM 
sacked  from 


government 


By  Guy  Dfesxxx*  fa  Rome, 
Jobs  ThoraM  b>  Moscow 
and  Alsxaad*  Mcofl  hi 


Vuk  Draskovic,  the  moderate  and 
outspoken  deputy  prime  mini«for 
of  Yugoslavia,  was  sacked  from 
the  government  yesterday  -  deal¬ 
ing  what  appeared  to  be  a  major 
blow  to  diplomatic  efforts  to  end 
the  Kosovo  war. 

Earlier  this  week  Mr  Draskovic 
raised  expectations  among  the 
western  powers  that  Belgrade 
was  seeking  a  way  out  of  the 
crisis  when  he  proposed  that  a 
UN-led  peacekeeping  force, 
including  Nato  representatives, 
be  allowed  into  the  province. 

Yesterday  Taniug.  the  state 
news  agency.  Bald  Mr  Draskovic 
was  sacked  for  expressing  views 
"in  contradiction  with  the  posi¬ 
tion  of  the  federal  government". 

Analysts  in  Belgrade  said  the 
sacking  of  Mr  Draskovic  showed 
be  had  failed  to  win  sufficient 
support  within  the  regime  for  his 
compromise  position  -  one 
backed  by  Russia  and  that 
hardliners  were  still  firmly  In 
controL  But  in  Brussels,  Nato 


said  Mr  Draskovic’s  dismissal 
was  avidsoce  that  macks  were 
appearing  to  the  Serbian  leader¬ 
ship.  Jamie  Shea,  Nato  spokes¬ 
man,  added  that  as  wen  as  Mr 
Draskovic’s  remarks,  "green 
shoots"  of  democracy  lad  begun 
to  emerge  in  Serbia  -  Including  a 
demonstration  by  thousands  of 
people  led  by  a  mayor  belonging 
to  an  opposition  party. 

Russian-led  efforts  to  secure  a 
political  solution  after  five  weeks 
of  air  attacks  are  doe  to  continue 
today.  Victor  Chernomyrdin, 
Russia's  special  envoy  is  to  meet 
Kofi  Annan,  UN  Secretary  Gen¬ 
eral,  in  Moscow  and  then  travel 
to  Borne  add  Belgrade. 

Mr  Chernomyrdin  made  little 
headway  (m  his  first  viait  to  Bel¬ 
grade  last  week  when.  Slobodan 
Milosevic,  the  Yugoslav  presi¬ 
dent,  agreed  only  to  a  UN-led 
civilian  force  for  Kosovo  exdn- 
dlng  any  representation  from 
Nato  countries. 

A  Russian  diplomat  in  Bel¬ 
grade  said  he  believed  that  Mr 
Milosevic  could  still  be  persuaded 
to  accept  a  UN-led  military  force 
that  did  not  include  Nato  mem- 
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her  states  firing  part  in  th»  air 
campaign.  Moscow's,  position  a a 
the  leading  supplier  of  oQ  and 
gas  to  Yugoslavia  gives  it  some 
leverage  tat,  the  Htpinwrmt  said, 
the  final  outcome  would  probably 
rest  on  Mr  Annan’s  ability  to  find 
a  formula  acceptable  to  both 
Belgrade  nn^  Nato. 

The  removal  of  Mr  Draskovic 
sent  shudders  through  members 
of  Serbia’s  pro-western  but  frag¬ 
mented  opposition,  who  were 
encouraged  this  week  to  raise 
their  voices  again  following  the 
former  deputy  premier's  hard¬ 
hitting  attack  on  the  govern¬ 


ments  propaganda  omchina.  Mr’ 
Draskovic,  a  former  opposition 
i^w-  who  took  Us  monarchist 
Serbian  Renewal  Movement  into 
the  Yugoslav  government  in  Jan¬ 
uary,  had  hoped  to  isolate  the 
hardline  nationalist  Serbian  Rad¬ 
ical  Party,  led  by  Vqjialav  Seselj, 
who  is  opposed  to  any  foreign 
troops  on  Serbian  soiL 
Mr  Milosevic,  who  has 
embraced  and  dumped  various 
coalition  partners  during  M« 
decade  in  power,  Is  believed  to 
have  used  the  rift  between  Mr 
Draskovic  and  Mr  Seselj  to  gauge 
opinions  within  the  regime  and 


among  the  population.  Mr  Dras¬ 
kovic,  a  writer  and  former  jour¬ 
nalist,  had  succeeded  this  week 
in  removing  military  censors 
from  Stodio-B,  a  Belgrade  TV  sta¬ 
tion  controlled  by  his  party-  But 
his  outspoken  views  were  not 
aired  by  the  state  network, 
Radio-Television  Serbia. : 

Robin  Cook.  UK  foreign  secre¬ 
tary,  said  last  night  "Milosevic  is 
operating  in  the  only  way  he 
knows  bow  -  with  complete  con¬ 
tempt  for  democratic  rule." 


Kosovo  crisis,  Page  2 
US  Congress  debate,'  Page  4 


EU  and  US  may  avert  aircraft  noise  dispute 


By  Mich— l  SfcapMr  in  Umdcn  and 
Mark  Suzman  In  Wnttogtoa 


Samar,  of  Switzerland,  the 
world’s  biggest  textile  machinery 
company,  la  forecasting  a  sharp 
fall  in  profits  for  a  second  year, 
but  says  Its  order  book  is 
starting  to  recover.  European 
companies.  Page  IS 

Rrst  Labors  looked  vulnerable  to 
a  break-up  bid  after  talks  with 
Cannons  Group  to  marge  the 
companies'  health  and  Ittnesa 
businesses  broke  down.  UK 
compeniee,  Page  21 

Exxon,  US  energy  company.  Is  to 
withdraw  from  taSca  with  Vietnam 
ova- oil  exploration  off  Ha 
southern  coast  Aste-PacMto 
news,  Page  6 
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The  European  Union  is  today 
expected  to  avert  a  trade  dispute 
with  the  US  by  postponing 
implementation  of  Its  new 
aircraft  noise  regulations  for 
a  year. 

US  officials  last  night  described 
the  planned  delay  as  a  "very 
constructive  step”. 

They  said  they  now  expected 
legislators  in  Washington  to  drop 
moves  to  ban  Concorde,  the 
supersonic  aircraft,  from  the 
United  States. 

European  industry  ministers 
meeting  in  Brussels  are  expected 


to  approve  new  rules  restricting 
file  use  of  hush-kits,  or  engine 
mufflers,  on  aircraft,  ;hut  to  delay 
their  ** ,m 

“If  it  happens,  we  would 
certainly  work  with  Ctopitol  SSL 
to  make  sore  any  legislation  was 
put  an  hold,"  an  administration 

nfflrial  ffalri- 

Ccngraaakxial  aides  confirmed 
that  the  delay  would  make  It 
unlikely  that  the  Senate  would 
proceed  with  legislation  to  ban 
Concorde  landings  in  response  to 
the  EU  threats. 

“The  last  thing  we  want  is  to 
engage  In  a  trade  war,”  a  Capitol 
Hill  official  sakL 
The  dispute  centred  on  interna¬ 


tional  moves  to  phase  out  by  2002 
older,  noisier  aircraft,  such  as  the 
Boebw  727,  the  DC-9  and  earlier; 
versions  of  the  Boeing  737. 

The  US  argued  that  older 
aircraft  could  meet  the  new 
regulations  -  drawn  up  by  the 
International  Civil  Aviation 
Organisation  (Icao)  -  if  they  were 
fitted  with  hush-kits.  . 

The  European  Commission 
disagreed,  saying  hush-kitted 
aircraft  were  too  noisy. 

B  proposed  that  no  huah-ktttod 
aircraft  should  be  allowed  to 
fly  Into  the  EU  after  April  1 
2002  unless  they  had  been 
operating  in  Europe  before  April 
this  year. 


This  would  have  frozen  the 
number  of  hush-kitted  aircraft, 
mostly  American -owned,  at  exist¬ 
ing  levels.  ... 

Today’s  decision  is  expected  to 
ban  hush-kitted  aircraft  after 
2002  if  they  were  not  flying  to 
Europe  before  May  2000. ' 

The  US  said  yesterday  that,  in 
return  for  the  delay,  it  would 
now.  work  with  the  EU  to  draw 
up  the  next  set  of  noise 
regulations  to  be  Implemented 
within  Icao.  . 

US  officials  yesterday  said  the. 
draft  of  the  next  generation  of 
regulations  could  be  ready  as 
early  as  September. 

Brussels  officials  stressed  that 


European  concerns  about  aircraft 
noise  would  sot  disappear. 

The.EU  has  argued  Jt  had  to 
pay  attention  to  aircraft  noise 
because  European  population 
densities  were  higher  than  those 
in  the  United  States. 

The  Commission  is  preparing  a 
white  paper  on  aviation  noise 
and  pollution  that  is  expected  to 
propose  lower  air  traffic  and 
landing  charges  for  quieter  and 
cleaner  aircraft. 

Publication  of  the  white  paper 
has  been  delayed  by  the  resigna¬ 
tion  of  the  Commission,  but  is 
now  expected  late  in  the  year. 


Beef  dispute,  Pegs  4 


Sega  unveils  global 
restructuring  plans 


ByPaoi 


In  Tokyo 


Sega,  the  troubled  Japanese 
computer  game  group,  yesterday 
unveiled  a  global  rationalisation 
programme  that  Includes  rfntewy 
a  US  software  business  and 
amusement  arcades  in  the  UK 
and  Australia. 

Sega  also  Issued  a  profit  warn¬ 
ing  for  the  year  that  ended  in 
March.  Indicating  tt  would  post  a 
consolidated  net  loss  of  Y45bn 
(3877m),  Its  second  In  two  years. 

The  group’s  revenues  of 
Y288bn  for  the  year  to  March  31 
undershot  its  previous  forecast 
by  14  per  cent. 

legs  has  been  hoping  Its 
recently  launched  Dreamcast 
gauss  console  will  help  ft  to  cun- 
pete  more  successfully  against 
older  products  of  rivals  Sony  and 
Nintendo. 

Fierce  competition  and  early 
production  problems  with  the 
microchips  in  the  Dreamcast  con¬ 
sole  had  affected  sales  in  Japan 
ao  tar,  the  group  admitted. 

At  file  time  of  Its  domestic 
launch  in  November  last  year, 
the  group  had  intended  to  sell  Zm 
units  by  March.  Instead  it  lad 
add  900400.  The  consumer  prod¬ 
ucts  division,  which  includes 
Dreamcast,  undershot  its  sales 
forecast  for  the  12  months  to 
March  by  YlASbn  and  posted  an 
operating  loss  of 


The  group’s  fortunes  hinge  on 
the  progress  Dreamcast  can 
make  in  Japan,  and  the  product's 
success  in  the  US  and  Europe, 
where  it  will  be  launched  in 
September.  Dreamcast  is  a  128-bft 
macbfriB,  with  superior  graphics 
to  Sony's  32-bit  PlayStation.  How¬ 
ever,  it  is  hindered  by  a  feck  of 
software  titles. 

In  a  further  blow  to  Sega’s 
financial  standing;  Moody's,  the 
US  ratings  agency,  warned  tt 
might  cut  its  rating  on  the 
group’s  senior  unsecured 
long-term  credit. 

Sholcblro  Irimajiri,  president, 
said  Sega  would  make  extraordi¬ 
nary  provisions  worth  Y33£bn. 
Then  would  cover  writedowns 
for  inventory  of  earlier  genera¬ 
tion  games  machines  as  wall  as 
closures  of  some  overseas  and 
domestic  operations.  Tim  group 
wfil  shut  down  about  ZOO  of  its 
870  amusement  arcades  in  Japan. 

The  aim  of  the  restructuring 
measures  was  to  reduce  fixed 
costs  by  30  per  cent  to  Yzzho, 
said  Mr  Mmajiri.  Senior  execu¬ 
tives  wifi  also  take  salary  cots 
and  the  number  of  board  mem¬ 
bers  win  fan  from  28  to  It 

The  group’s  payroll  will  be  cut 
by 25  percent  with  the  LOOOjOb 
losses  achieved  by  early  retire¬ 
ment  and  Bmfting  racniltmant, 

Ux,J*gc  12 
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Montenegro 


AIR  STRIKES  FAIL J>0  FAR  TO  DESTROY  YUGOSLAV  MILITARY  ■  DIPLOMATIC  EFFORTS  CONTINUE  ■ 

plea  to  Nato  as  bombing  intensifies 

■■■  _  .  aplnTr-  nuA 


6y  Kevin  Done  in  Podgorica 

Monte  negro  yesterday 
suffered  its  most  intense 
Nato  bombardment  to  date, 
With  air  attacks  spreading  to 
the  strategically  vital  oil 
port  of  Bar. 

The  Montenegrin  govern¬ 
ment  appealed  to  Nato  to 
halt  the  bombing,  saying 
that  it  was  offering  Slobodan 
Milosevic.  Yugoslav  presi¬ 
dent,  an  excuse  to  intervene 
militarily  in  the  delicately 
balanced  republic. 

■  Some  16  explosions  were 
reported  In  and  around  the 
capital,  Podgorica,  during 
the  early  afternoon.  A  series 

Raids 
hurt 
but 
fail  to 
cripple 

By  Alexander  Nicon, 

Defence  Correspondent 

Nato's  five-week-old 
campaign  of  air  strikes  has 
caused  considerable  damage 
to  Yugoslavia's  economic 
and  industrial  infrastructure 
but  has  yet  to  cripple  the 
military  machine  of  Slobo¬ 
dan  Milosevic,  the  Yugoslav 
president,  according  to  mili¬ 
tary  analysts. 

Nato  officials  and  govern¬ 
ment  ministers  of  member 
countries  insist  daily  that 
the  bombing  is  hurting  Mr 
Milosevic,  whose  power  base 
depends  heavily  on  support 
from  the  military.  Robin 
Cook,  UK  foreign  secretary, 
spoke  this  week  of  deser¬ 
tions  from  the  Yugoslav 
army,  and  Javier  Solana, 
Nato  secretary-general,  said 
yesterday:  “Our  nampaign  is 
working." 

But  analysts  say  Mr  Milos¬ 
evic  has  done  a  good  job  of 
conserving  -his  military 
resources  for  the  long  hard 
in  the  hope  that  cracks  will 
eventually  open  in  Nato’s 
resolve. 

They  do  acknowledge  that 
Nato's  campaign  -  which 
officials  have  always  said 
would  take  time  to  achieve 
its  goals  -  will  eventually 
begin  to  strangle  Yugoslav 
forces  and  that  the  entry  of 
an  international  force  in  to 
Kosovo  is  the  only  likely 
outcome  of  the  present  con¬ 
flict. 

But  they  say,  so  far,  there 
are  few  signs  of  real  stress  in 
the  Yugoslav  military.  There 
is  little  evidence  the  Yugo¬ 
slav  army  and  special  police 
have  yet  suffered  heavy 
casualties. 

For  example,  Nato  yester¬ 
day  rained  seven  missiles  on 
a  military  barracks  in  Topci- 
der  in  the  suburbs  of  Bel¬ 
grade.  according  to  Belgrade 
radio.  But  like  many  other 
barracks,  it  had  been  evacu¬ 
ated  more  than  a  month 
beforehand.  Soldiers  have 
been  billeted  in  schools  and 
other  buildings,  which 
would  be  difficult  to  hit 
General  Wesley  Clark, 
Nato’s  supreme  commander, 
said  on  Tuesday.  “We  know 
that  his  [Milosevic’s]  person¬ 
nel  and  material  losses  are 
mounting,  we  know  a  num¬ 
ber  of  key  facilities  that  he 
values  highly  have  been 
destroyed,  and  we  are  seeing 
dally  evidence  of  declining 
morale  and  increasingly 
wide  avoidance  of  the  draft"  : 
But  Jonathan  Eyal  of  the 


of  explosions  was  also 
reported  at  Bar,  which  has 
become  the  terminal  for  oil 
imports  that  is  the  focus  of 
the  western  alliance's 
planned  oil  embargo  on 
Yugoslavia. 

Another  wave  of  bombs 
landed  in  the  early  evening 
and  appeared  to  be  aimed  at 
the  vicinity  of  the  city's 
main  Golubovac  airport  and 
nearby  aircraft  hangars  built 
into  the  hillside.  As  the 
bombs  struck,  children  in  a 
nearby  school  came  running 
and  screaming  out  into  the 
street. 

Montenegro,  the  tiny  pro- 
western  Yugoslav  republic 


that  has  sought  to  remain 
neutral  in  the  war  between 
Nato  and  Belgrade,  had  pre¬ 
viously  largely  been  spared 
from  air  strikes  since  the 
bombing  began  five  weeks 
ago. 

Last  weekend's  Nato  sum¬ 
mit  in  Washington  agreed  to 
tighten  the  grip  on  oil  sup¬ 
plies  to  Yugoslavia,  how¬ 
ever,  creating  a  dilemma  for 
Nato  military  planners  as 
Montenegro  provides  the 
country's  only  access  to  the 
sea. 

The  Montenegrin  govern¬ 
ment  yesterday  strongly 
denied  claims  made  by  Gen¬ 
eral  Wesley  Clark,  Nato 


supreme  commander  in 
Europe,  on  Tuesday  that 
around  10  oil  tankers  a  day 
were  unloading  refined  oil 
products  at  Bar  compared 
with  only  two  or  three  Ships 
a  day  before  the  announce¬ 
ment  of  international  moves 
to  block  oil  shipments. 

Jusuf  Kalamperovic,  Mon¬ 
tenegrin  minister  of  ship¬ 
ping  and  transport  said  the 
information  about  the  10 
tankers  was  “absolutely 
incorrect".  He  offered  unlim¬ 
ited  open  inspection  of  all 
documentation  concerning 
the  import  and  distribution 
of  oil  derivatives  in  Monte¬ 
negro. 


Nikola  Dragomanovic, 
managing  director  of  Jugr> 
petrol,  the  mainly  state- 
owned  Montenegrin  oil 
trding  company,  said  all 
Montenrgrin  ports  had 
received  only  nine  tankers 
in  the  whole  of  the  five 
weeks  since  Nato  began  its 
bombing  campaign  against 
Yugsolavia.  ■  ■  • 

Most  of  the  tankers  were 
of  small  capacity  and  had 
deliverd  a  total  of  46.694 
tonnes  of  oil  products.  Mon¬ 
tenegro’s  average  oil  con¬ 
sumption  totals  around 
35,000  tonnes  a  month,  he 
said. 

He  appealed  to  all  inter¬ 


ested  “to  control  both  the 
delivery  and  distribution”  of 
on  products  and  warned  that 


ist  government  of  MHo  Dju¬ 
kanovic.  president,  has 
sought  to  resist  Belgrade  s 


the  imposition  of  an  oil  attempts  to  take  control 
embargo  "would  completely  through  a  campaign  oi 

increasingly  blatant  army 


paralyse  life  in  Montenegro 


and  cause  a  further  humani- 1  harassment-  According  to  a 


tarian  catastrophe". 

According  to  the  United 
Nations  refugee  agency, 
around  65,000  refugees  horn 
Kosovo  are  currently  being 
sheltered  in  Montenegro, 
which  itself  has  a  population 
of  only  650000. 

Montenegro,  the  bake  of 
the  Yugoslav  second  army 
corps,  has  been  brought  to 
the  brink  of  civil  war  in 
recent  weeks,  as  the  reform- 


senior  government  official, 
Montenegro  is  facing  “a 
creeping  coup”  by  Belgrade. 

I  entered  Montenegro  yes¬ 
terday  at  the  republic  s 
Bozai  border  crossing  with 
wani  i  Hotit  in  northern 
Albania  with  an  official 
escort  from  the  Montenegrin 
government,  only  to  be 
stopped,  slammed  up  against 
the  side  of  a  car  and 
detained  by  a  group  of  ner- 
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Nato  targets 


Nato’s  attack  score  card  maps ; 

used  by  Nato  in  its  daily 
V  briefing  on  Tuesday  to 
\  demonstrate  its  assessent  of 
I  to  what  extent  targets  in  -  - 
I  Yugoslavia  have  been 
"degraded". 

/  Degrees  of  damage 
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German  drive 
in  search  for 
a  settlement 


Belgrade 
SERBIA 
1st  ARMY 

...^A 


By  Haig  Sknudan  bi  Berfln 
The  German  government 


own  Greens  have  called  a 
special  congress  on  May  33 
to  discuss  Kosovo,  amid  dan- 


^;v 


was  ‘  yesterday  positioning  gers  the  party  may  split  over 
itself  as  a  focal  point  for  the  issue. 
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peace  efforts  in  Kosovo  amid 
a  flurry  of  diplomatic  activ¬ 
ity  between  Berlin,  Moscow 
and  other  capitals. 

After  playing  host  to  Kofi 
Arman,  the  UN  general-sec- 
retary.  in  Berlin  for  talks  on 


Germany  has  repeatedly 
stressed  the  need  to  bind 
Russia  in  any  diplomatic 
solution  to  the  Kosovo  fight¬ 
ing.  Mr  Chernomyrdin’s 
decision  to  visit  Bonn  and 
Rome  on  his  way  to  Belgrade 
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Kosovo  before  he  headed  on  today  suggests  that  Moscow, 
to  Moscow,  Chancellor  Ger-  in  turn,  believes  these  are 
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hard  SchrOder  was  due  today 
to  receive  Victor  Chernomyr¬ 
din,  Russia's  special  envoy 
to  Yugoslavia,  on  his  way  to 
Belgrade. 

The  German  government 
is  still  pushing  hard  its 
peace  plan,  drawn  up  earlier 
this  month,  which  envisaged 
a  24-hour  Nato  ceasefire  as 
soon  as  Belgrade  begins  to 
pull  its  forces  out  of  Kosovo. 
The  plan,  devised  by 
Joschka  Fischer,  foreign 
minister,  has  met  with  a 
mixed  response  from  Ger¬ 
many's  Nato  partners. 

To  advance  its  peace  deal, 
the  German  government  said 


the  Nato  allies  most  open  to 
compromise  with  Slobodan 
Milosevic,  Yugoslav  presi¬ 
dent 

Germany  said  meetings 
daring  last  week’s  Nato 
anniversary  celebrations  in 
Washington  had  demon¬ 
strated  a  desire  to  put  “new 
life”  into  efforts  to  find  a 
diplomatic  solution  in  Kos¬ 
ova  "The  aim  is  to  build  up 
momentum  for  a  political 
solution  and  ensure  Moscow 
remains  in  the  circle." 

Mr  Annan,  speaking  in 
Berlin,  said  the  latest  signals 
from  Belgrade  were  “slightly 
encouraging”,  but  this  was 
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yesterday  it  hoped  to  host  a  encouragmf  *-  out  uus  was 
long  awaited  meeting  of  for-  before  it  emerged  that  Vuk 
• eign; ‘ministers  of  the  Gs  Draskovic,  the  outspoken 

™ the  Yugoslav  govern- 

;^??ffeoongjmps  sacked. 

■  !  ;Bdnn-«n'  Mby  ll  to  discuss  '  ■'.tit  spite  of  the  “confusing" 

itiK  crisis.  signals  from  Belgrade,  Mr 

Germany’s-  coalition  gov-  Annan  said  Mr  Milosevic 
■  eminent  of  Social  Democrats  remained  central  to  Serb  pol- 

and  environmentalist  Greens  icy.  “In  these  kinds  of  situa- 
is  ^rtlciffarly  keen  to  end  tions,  it  is  rare  that  one  is 
y-\  UnelS^f^ig,  as ’both  coali-  called  upm  to  make  contacts 


Royal  United  Services  Insti-- 
tute  says  the  air  campaign 
“has  not  hampered  the  abil¬ 
ity  of  the  Yugoslav  military 
to  maintain  up  to  40,000 
troops  in  Kosovo”. 

Analysts  say  Serb  forces  in 
Kosovo  have  been  reinforced"  - 
and  appear  able  to  move 
around  with,  a  fair  degree  of: 
freedom  in  some  areas,  in 
spite  of  the  risk  of  air  attack 
and  of  Nato's  intense  efforts 
to  isolate  them  by  cutting 
supply  lines,  fuel,  ammuni¬ 
tion,  and  command  and  con¬ 
trol.  Elsewhere  in  Serbia, 
military  assets  such  as 
mobile  anti-aircraft  guns  are 
moved  around  on  public 
roads  apparently  at  will, 
says  Guy  Dinmore,  the  ETs 
Belgrade  correspondent,  who 
was  expelled  from  Yugo¬ 
slavia  this  week. 

Although  there  have  been 
many  attacks  on  command 
and  communications  facili¬ 
ties,  Andrew  Brookes  of  the 
International  Institute  for 
Strategic  Studies  says  forces 
in  Kosovo  can  probably  act 
fairly  independently.  “They 
know  what  their  orders  are, 


and  they  are '  left  to  get  cm 
with  it. . .  Radi  commander 
has  an  area'  which  he  is 
responsible  for;  cleansing," 
he  says,  referring  to  the 
expulsion  'of  ethnic  Alba¬ 
nians.  The  commanders  do 
Pot  need  a  rigid  centralised 
structure,  Mr  Brookes  says. 

Nato- has  not  yet  knocked 
out  substantial  numbers  of 
tanks  and  other  military 
vehicles. ,  Officials  say  the 


namely  failure  to  assemble 
enough  aircraft  to  start  with, 
over-bureaucratic  selection 
of  targets,  the  need  to  bring' 
all  Nato  members  on  board 
as  eacta  change  to  the  cam¬ 
paign  Is  contemplated,  and, 
in  the  view  of  some  observ¬ 
ers!,  the  failure  to  fly  low 

enough. 

Where  the  Nato  campaign 
clearly  has  bad  an  impact  is 
in  -  the  broader  economy, 


i.y  :  tiphi'parties  .  comprise  vocal  with  friends  or  with  angels, 
Vi  anti-war  wings;  Mr  Fischer's  he  said. 

%  KOSOVO  UPDATE 


Analysts  say  Mr  Milosevic  has  done  a 
good  job  of  conserving  his  resources 


Serbs  are  hiding  vehicles  in 
Kosovo,  only  moving  when 
cloud  obscures  Nato's  sur¬ 
veillance.  A  sustained  period 
of  good  weather  would,  they 
say,  make  a  big  difference  by 
enabling  the  alliance  to  spot 
military  assets  on  the 
ground  and  attack  them. 

The  alliance's  efforts  to 
avoid  hurting  civilians  also 
limit  its  effectiveness,  as  do 
the  campaign's  already  well- 
identiffed  shortcomings: 


although  Nato  insists  it  is 
only  attacking  military  tar¬ 
gets.  Tens  of  thousands  of 
Serbians  have  been  put  out 
of  work  by  the  destruction  of 
the  country's  oil  refineries, 
and  its  Zastava  car  factory; 
as  well  as  chemical  and  engi¬ 
neering  plants. 

Attacks  on  bridges,  roads 
and  railways  are  devastating 
the  country's  transport  sys¬ 
tem.  Fuel  supplies  have  been 
considerably  depleted  and 


most  recently  the  country's 
television  system  has  been 
damaged.  This  campaign 
against  strategic  targets, 
which  bag  included  minis¬ 
tries  and  command  centres, 
appears  to  be  working. 

However,  analysts  note 
the  number  of  strike  sorties 
-  take-offs  by  aircraft 
intending  to  drop  bombs  - 
has  been  relatively  small  at 
under  5,000  so  far,  and  many 
of  these  have  been  aborted 
because  of  weather,  failure 
to  locate  targets,  or  risk  of 
unintended  damage.  Never¬ 
theless,  many  targets  are 
being  hit  repeatedly  in  order 
to  complete  their  destruction 
or  to  halt  repair  work.  “Nato 
is  running  out  of  targets,” 
says  Mr  EyaL  Military  com¬ 
manders  deny  this. 

Summer  weather  and  the 
arrival  of  many  more  air¬ 
craft,  forinrirng  some  special¬ 
ising  in  ground  attack,  will 
certainly  aid  Nato  command¬ 
ers  in  wearing  down  the 
resistance  of  Serb  forces.  But 
the  campaign  is  likely  to  last 
some  time  yet  if  there  is  no 
political  solution. 


Serb  civilians 
killed  by  bomb 

:  At  least  17  p«g]fe  were 
killed  in  Surdulica  in' 
southern  Serbia  after  a 
f  bpmbveered  off  course. 

.  *  Natoapotogfead  for  the 
deaths  and  said  a 
predsibn-gufded  missile 
had  vowed  and  landed  in  a 
residential  area  200  to  300 
metres  away  from  barracks 
destroyecT  in  the  attack. 

US  to  toughen 
sanctions 

The  US  Commerce 
Department  is  expected  to 
announce  details  of 
-  intensified  US  sanctions  on 
Serbia  The  aim  is  a 
ajmprehensive  embargo  of 
exports  and  re-axportaof 
all  goods;  Including  oH  and 
petroleum  products  such 
as  gasoflne,  officials  said. 
Under  the  rules,'  a  licence 


from  the  Commerce  • 
Department  would  be 
required  for  ail  US  exports 
to  Serbia. 

Support  for  EU 
oil  ban 

The  European  Union  said 
its  ban  on  the  sale  of  oil 
and  oil  products  to 
Yugoslavia  had  the  support 
of  the  EU  associate 
countries  of  eastern  and 
central  Europe,  Cypres  and 
the  ERA  countries. 

Nato  lambasted 
by  UK  NIP 

Tony  Bern,  a  British 
government  MP,  yesterday 
accused  Nato  of  “war 
crimes"  following  reports  of 
civilian  casualties  from 
aHted  air  raids.  The  claim 
brought  an  angry  response 
■from  Tony  Blair,  the  UK 
prime  minister. 


.  vous  Yugoslav  army  resetv- 
1  JStS. 

.  Discovering  my  name  and 
nationality,  one  '  tough. 
'  reservist  in  bis  forties  began 
i  a  torrent  of  verbal  abase 
,  concerning  “the  hooligans 
and  cowards  Blair,  Cook  and 
Robinson"  and  in  particular 
“the  ugly  Cook". 

He  offered  to  have  a  photo 
graph  taken  with  me 
“wanted  dead  or  alive”,  and 
said  be  was  ready  to  die  for 
his  country. 

After  five  hours  of  interro¬ 
gation  and  a  search  of  my 
computer  hard  disk,  I  was 
released  with  my  govern¬ 
ment  escort 

Terrorists 
target 
backers 
of  Nato 

By  Kerin  Hope  in  Athens 

A  leftwing  Greek  terrorist 
group  yesterday  said  a  bomb 
explosion  at  the  Interconti¬ 
nental  hotel  in  Athens  was 
targeted  at  international 
companies  seen  as  support¬ 
ing  Nato’s  air  campaign  in 
Yugoslavia. 

The  bomb,  left  outside  a 
side  entrance,  exploded  on 
Tuesday  night  as  the  hotel 
was  being  evacuated.  A 
Greek  woman  executive  was 
killed. 

A  group  called  Revolution¬ 
ary  Cells  made  warning  calls 
to  Greek  newspapers  and  a 
television  station  15  minutes 
before  it  went  off. 

Police  said  the  woman, 
who  was  preparing  a  semi¬ 
nar  at  the  hotel  for  Altec,  a 
Greek  computer  company, 
died  on  the  way  to  hospital 
A  man  was  also  seriously 
injured  in  the  blast,  which 
was  aimed  at  a  conference 
arranged  by  the  Economist 
Intelligence  Unit,  the  UK 
economic  information  group. 

Several  other  big  hotels  in 
central  Athens  were  evacu¬ 
ated  after  receiving  bomb 
warnings  from  an  anony¬ 
mous  caller,  but  no^explosive 
devices  were  found!'” 

In  a  statement  published 
yesterday  in  Athinaiki.  an 
Athens  newspaper.  .  the 
group  criticised  Nato’s;' bom¬ 
bardment  of  Yugoslavia  -mid 
accused  the  conference  spon¬ 
sors  of  “arrogance”  The  con¬ 
ference,  attended  by  Greek 
and  international  econo¬ 
mists,  and.  bankers,  opened 
on  schedule  yesterday.  • 

The  bomb  attack,  came 
amid  intensifying  opposition, 
in  Greece  to  Nato's  air 
strikes  against  Yugoslavia. 
According  to  an  opinion  poll 
published  last  week,  more 
than  90  per  cent  of  Greeks 
oppose  the  air  strikes,  and 
over  60  per  cent  support 
Slobodan  Milosevic,  the 
Yugoslav  president,  in  the 
conflict  in  Kosovo. 

The  Socialist  government 
is  struggling  to  keep  a  bal¬ 
ance  between  its  obligations 
as  a  Nato  member  and  its 
reluctance  to  put  pressure 
on  Yugoslavia  while  public 
opinion  remain^  overwhelm¬ 
ingly  pro-Serb. 

Since  the  start  of  the  Kos¬ 
ovo  conflict,  Greek  newspa¬ 
pers  and  television  have  sup¬ 
ported  a  popular  perception 
of  Serbia  as  an  historic  ally, 
which  shares  the  Orthodox 
religion.  The  Athens  media 
has  presented  the  waves  of 
Kosovo  Albanian  refugees 
flowing  into  Macedonia  and 
Albania  as  fleeing  Nato’s 
bombardment,  not  the  Ser¬ 
bian  campaign  of  ethnic 

cleansing' 


Art  tax  decision  to  hit  UK’  Brussels  to  reform  competition  law 


By  Antony  Unmcraft  in  London 

British  art  dealers  warned 
yesterday  that  a  European 
Commission  decision  to  dou¬ 
ble  value-added  tax  on  works 
of  art  imported  into  the  UR 
from  outride  the  European 
Union  would  drive  the  inter-' 
national  art  and  antiques 
trade  out  of  London. 

The  Commission  yesterday 
overrode  the  UK  govern¬ 
ment’s  objections  and  con¬ 
firmed  that  VAT  must  be 
doubled  to  5  per  cent  from 
July  1,. bringing  it  into  line 
with  file  minimum  rate  in 
the  rest  of  the  EU. 

Neil  Smith,  secretary  of 
tiie  British  Art  Market  Fed¬ 
eration,  described  yester¬ 
day's  decision  as  “very  dis¬ 
appointing”. 

Other  dealers  said  they 
were  waiting  to.  study  the 
detail  of  the  ruling,  but 
many  expect  much,  of  the 


dealing  in. antiques  to.switch 
to  New  York  and  Switzer¬ 
land  following  imposition  of 
the  full  5  per  cent  rate. 

New  York  has  already 
overtaken  London  as  the 
main  market. 

The  UK  was  given  a  spe¬ 
cial  and  temporary  exemp¬ 
tion  from  the -harmonised 
EU  rate  in  1995  and  allowed 
to  Introduce  VAT  at  2£  per 
cent. 

In  the  first  year  of  the  new 
rate,  the  value  of  art  imports 
unto,  the  UK  fell  from  £ibn 
($i.6bn)  to  nearer  £600m 
fS970m),  undermining  Lon¬ 
don’s  position  as  the  major 
entrepot,  for  the  interna¬ 
tional  antiques  trade. 

Britain  can  only  overturn 
the  Commission’s  decision 
with  the  unanimous  support 
of-its  EU  partners,  all  of 
which  are.  satisfied  with  the 
measure  in  its  present  form. 

The  Commission  used  an 


independent  study  to  demon¬ 
strate  that  art  imports  to  the 
UE  had  recovered  in  recent 
years,  in  spite  of  the  imposi¬ 
tion  of  VAT. 

But  Mr  Smith  said  much 
of  the  rise  in  art  Imports  to 
the  UK  in  1998  reflected  deal¬ 
ers'  purchases  ahead  of  the 
expected  EU  ruling. 

He  estimated  that  around 
30  per  cent  of  the  annual 
transactions  of  the  100  lead¬ 
ing  British  dealers  were  with 
non-EU  buyers  and  sellers. 

A  Japanese  collector  with 
an  important  Impressionist 
painting  to.  sell  would  now 
simply  send  it  to  an  auction 
house  or  dealer  in  New  York 
or  Zurich  for  disposal  rather 
than  to  I  jrtnrinn- 

The  decision  will  affect 
dealers  much  more  than  the 
leading  auction  houses, 
which  have  built  up  a  net¬ 
work  of  international  sale¬ 
rooms. 


By  Neil  Buckley  in  Brussels 

The  European  Commission 
is  proposing  to  "decentral¬ 
ise”  Investigation  of  restric¬ 
tive  practices  cases,  shifting 
some  of  the  burden  on  to 
national  authorities,  in  one 
of  the  most  significant 
reforms  of  European  Union 
competition  law  since  the 
1960s. 

;  Since  1962,  the  Commis¬ 
sion  has  had  exclusive  pow¬ 
ers  to  grant  exemptions  for 
agreements  such  as  cross- 
border  price-fixing  or  pro¬ 
duction-sharing  arrange¬ 
ments  that  would  otherwise 
be  banned  by  article  85  of 
the  EITs  founding  Treaty  of 
Rome. 

Companies  .  seeking  an 
exemption  have  to  notify* 
agreements  to  the  Commis¬ 
sion,  often  resulting  in  a 
lengthy  investigation. 

But  proposals  In  a  white 


paper.- published  yesterday 
would  end  this  centralised 
system  of  'notifications  and 
exemptions. 

National  competition 
authorities  and  courts  would 
be  given  joint  responsibility 
along  with  the  Commission 
to',  implement  article  85. 
Companies  would  no  longer 
be  obliged  to  notify  agree¬ 
ments,  although  they  could 
ask  Brussels  or  the  -national 
courts  to  rule  on  whether 
they  were  pro-competitive. 

At  the  same  time,  Brussels 
would  step  up  its  efforts  to 
investigate  complaints  from 
competitors  about  such 
agreements  and.  stiffen  the 
rules  .preventing  the  most 
seriotfe*  abuses. 

Karel.  VarrMiert,  cqmpeti- 
tibn  -cmrimissioner,  said  yes¬ 
terday  .the- .change  would 
relieve  the'  pressure  on  the 
Commission's  resources. 

A  centralised  authorisa¬ 


tion  system  on  restrictive 
practices  cases  was  needed 
in  the  1960s  when  EU  compe¬ 
tition  Taw  was  in  its  infancy 

But  creation  of  the  EU  sin¬ 
gle,  market,  enlargement  of 
the  EU  to  up  to  25  members 
and  the  development  of  a 
substantial  body  of  EU  com¬ 
petition  case  law  required  a 
new  system. 

“Our  objective  is  to  target 
the  most  important  competi¬ 
tion  cases  and  companies 
with  the  biggest  market 
shares,  where  the  biggest 
competition  Issues  are  likely 
to  be  raised.”  Mr  Van  Mlert 
said. 

Publication  of  the  white 
paper  begins  a  consultation 
Process,  with  EU  member 
states  and  interested  parties 
given  until  September  30  to 
comment 

The  new  European  Com¬ 
mission,  which  takes  power 
in  the  autumn,  will  then  pro¬ 


duce  formal  legislative  ’  pro¬ 
posals,  which  must  be 
approved  by  EU  ministers. 
The  Commission  hopes  to 
have  the  rule  changes  in 
place  by  2003. 

•  Although  the  European 
^rourassion  is  operating  in  a 
caretaker  capacity  only; 
Karel  Van  Mlert.  competi¬ 
tion  commissioner,  yester- 
day  outlined  a  formidable 
Jjf*  °f  he  hopes  to  com- 

hl!ilbefore  the  executive 
breaks  up  for  its  summer 

at  the  end  of  July, 
Brussels*** t6r  in 

ln2S.  <2ses  delude  811 

of  ae  German 
Public  banks  or  Landesban- 
ken,  book  price  fixing  in 
and  Austria;  sus- 
Pected  misuse  of  state  aids 
K'raerner  Warnow, 
an  eastern  German  shipyard; 

Sip  ^robe  rato  Formula 
.one  motor  racing  business. 
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Illfr  «  ^  1  FUND‘S  C0DE  0F  CONDUCT  LENDS  SUPPORT  AFTER  BANK  HAS  COME  UNDER  FIRE  FOR  MIXED  SIGNALS 

IMF  backs  the  ECB’s  line  on  disclosure 
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B»  Tony  Baiter  h  Frankfurt 

;  “»*  In  Washington 

The  European  Centra)  Bank, 
snider  fire  for  issuing  mixed 
signals  on  interest  rate  pol¬ 
icy  and  the  euro's  appropri¬ 
ate  exchange  rate,  received 
support  yesterday  from  the 
international  Monetary 
Fund  for  refusing  to  publish 
minutes  of  policy  meetings. 

Launching  a  code  of  good 
conduct  for  monetary  and 
financial  policy,  the  IMF  said 
transparency  was  generally 
desirable,  but  extensive  dis¬ 
closure  requirements  could 


disrupt  markets  and  con¬ 
strain  freedom  of 
am°ng  policymakers.  “Thus 
it  might  be  inappropriate  for 
central  banks  to  disclose 
internal  deliberations  and 
documentation,**  the  IMF 
said. 

Some  economists  say  the 
ECB's  refusal  to  publish 
minutes  is  creating  an  air  of 
uncertainty  about  the  young 
bank’s  intentions  that  may 
prompt  pressure  for  more 
openness  and  clarity. 

But  they  say  financial 
markets  have  been  more  dis¬ 
concerted  by  apparently  con¬ 


tradictory  remarks  made  in 
the  past  month  by  Wtm 
Duisenberg,  the  EGB  presi¬ 
dent. 

Hie  confusion  has  arisen 
since  the  ECB  cut  Interest 
rates  an  April  6.  and  in  par¬ 
ticular  from  testimony  that 
Mr  Duisenberg  gave  on  April 
19  to  the  European  parlia¬ 
ment's  monetary  affairs 
committee.  There  he  stated 
clearly  that  the  euro's  weak¬ 
ness  against  the  dollar  did 
not  bother  him. 

However,  two  days  ago  be 
changed  tack  and  said  In 
Washington  that  it  would  be 


a  matter  of  concern  if  the 
euro  continued  to  fall 
In  similar  fashion,  Mr 
Duisenberg  could  scarcely 
have  been  more  emphatic  on 
April  8  when,  at  a  news  con¬ 
ference  devoted  to  the  ECB’s 
Q&  percentage  point  cut  in 
Its  main  Interest  rate,  he 
declared:  “This  is  it." 

Financial  markets  took 
foig  as  a  dear  sign  that  the 
ECB  wanted  to  help  the 

euro-zone  economy  by  end¬ 
ing  speculation  about  when 
rates  might  change 
But  only  21  days  later,  at 
the  European  parliament 


committee  bearing.  Mr  Duis¬ 
enberg  surprised  everyone 
by  declining  to  rule  out 
another  rate  cut. 

“All  in  all.  the  this  is  it' 
statement  appeared  to  be 
less  well  thought  out  than 
originally  assumed,"  said 
Gerhard  Grebe  of  the  Swiss 
brokerage  Julius  Bar. 

“In  support  of  the  ECB.  it 
could  be  added  that  Duisen- 
berg,  having  bad  second 
thoughts,  recognised  the  dis¬ 
advantages  of  prematurely 
fixing  future  Interest  rate 
policy.  Against  the  ECS,  the 
criticism  could  be  made  that 


Didseuberg’s  remarks  lacked 
sufficient,  reflection,  now 
resulting  in  confusion." 

Mr  Doisenberg*5  remarks 
in  Washington  on  the 
exchange  rate  were  in  tune 
with  comments  over  the  pre¬ 
vious  few  days  from  several 
colleagues  on  the  BCB’s 
executive  board.  These  indi¬ 
cated  the  central  bank's 
view  that;  at  roughly  fux  to 
the  euro,  rife  euro  had  feiign 
far  enough. 

The  euro  has  lost  about  10 
per  bait  of  its  value  against 
the  dollar  g m«>  early  Janu¬ 
ary. 


Private  sector  partners  share 
government’s  traditional  role 


The  idea  of  splitting 
infrastructure  costs 
with  business  is 
growing,  writes 

Nicholas  Timmins 

After  a  slow  start,  part¬ 
nerships  between  the 
private  and  public  sec¬ 
tors  to  fund  and  operate 
infrastructure  projects  are 
set  to  take  off  in  Europe. 

A  profound  cultural 
change  is  under  way  as 
many  countries  find  them¬ 
selves  forced  to  look  to  pub¬ 
lic/private  partnerships 
(PPPs)  -  the  use  of  private 
money  and  private  compa¬ 
nies  to  finance  and  operate 
infrastructure  that  used  to 
be  almost  entirely  publicly 
funded.  PPPs  are  one  solu¬ 
tion  for  countries  that  have 
found  that  public  expendi¬ 
ture  constraints  of  the  euro 
have  limited  their  ability  to 
borrow  for  spending  on 
roads,  rail,  bridges,  ports, 
water  and  sewage  schemes 
and  similar  infra  structure. 

The  European  Commis¬ 
sion,  through  its  grant  mech¬ 
anism,  is  taking  steps  to 
encourage  •  ’  PPPs.  And 
increasingly,  the  process  is 
stretching  down  to  local  gov¬ 
ernment.  As  has  already 
happened  in  the  UK,  the  pri¬ 
vate  sector  may  be  finanring 
and  contracted  to  run  hospi¬ 
tals,  prisons  and  schools. 


"PPPs  are  the  future," 
Geoffrey  Spence,  head  of 
project  finance  for  Europe, 
the  Middle  East  and  Africa 
at  Deutsche  Bank,  says,  “ft 
will  take  time  for  many 
schemes  to  come  to  fruition, 
but  in  the  end  they  will 
come  through." 

Four  pressures,  he  says, 
make  the  change  Inevitable. 
The  first  is  the  euro.  The 
limit  It  sets  on  government 
borrowing  “means  there  will 
not  be  enough  public  money 
to  meet  the  demand  for 
infrastructure."  Second,  EU 
grants  are  being  refocused, 
shifting  money  from  the 
south  with  further  transfers 
likely  to  central  Europe  as 
new  members  join.  “This 
means  there  will  be  a  gap 
between  society’s  need  for 
infrastructure  and  govern¬ 
ments’  ability  to  finance  it” 

Third,  successful  privatisa¬ 
tions  have  taught  govern¬ 
ments  that  private  expertise 
can  be  used  for  the  public 
good.  And  fourth,  the  devel¬ 
opment  of  the  euro  capital. 
market  has  changed  the  fin¬ 
ancing  prospects.  . 

Eight  years  ago  Deutsche 
Bank  financed  a  power  sta¬ 
tion  in  Portugal  through  a 
PPP,  Mr  Spence  says.  Find¬ 
ing  the  money  was  hard. 
Banks  wanted  to  limit  the 
length  of  time,  they  were 
exposed  to  possible,  fluctua¬ 
tions  in  the  escudo.  Now  . 
that  Portugal,  and  other 


countries  such  as  Spain  and 
Italy,  use  the  euro  “the 
opportunities  are  there  for 
long  term  debt  finance 
which  would  not  have  been 
possible' for  many  European 
countries". 

Providing  private  sector 
concessions  to  run  public 
infrastructure  is  far  from 
new  -  notably  In  France  for 
water  services  and  in  a  lim¬ 
ited  way  for  motorways.  In 
Portugal  the  Tagus  bridge  in 
Lisbon  was  an  early  PPP. 

But  at  a  recent  conference 
in  Rome,  organised  by  Proj¬ 
ect  Finance  International, 
riie  acceleration  now  under 
way  was  spelt  out 

Portugal  has  started  a  big 
programme  for  roads,  with 
six  baaed  on  shadow  tolls 
and  taro  using  real  tolls. 
Greece  has  four  rail  projects, 
i^rfprffog  mi  underground, 
either  already  into  the  PPP 
process  or  are  planned, 
along  with  an  underwater 
tunnel,  gas  distribution  net¬ 
works,  water,  sewage  and 
port  and  telecommunica¬ 
tions  schemes,  plus  signifi¬ 
cant  lengths  of  motorway, ' 

Each  of  these  requires  a 
separate  law.  But  In  the 
hope  of  attracting  private 
fmanra  fora  number  of  key 
ferfHti&s  for  the  Olympics  -in 
2004,  the  government  is  plan¬ 
ning  legal .  changes  that 
should-  make  PPPs  easier. 
Hospitals,  and  prisons  are 
possfbiein  the  next  two  .to 


Bridging  tte  finance  gap:  private  money  was 
Lisbon  for  the  Bcpo  96  axttfbibon 


used  to  tap  pay  tor  the  bridge  over  the  river  Tagus  m 

Liis  GoncaXes 


three  years,  George  Ganotis, 
general  secretary  at  the  min¬ 
istry  of  public  works,  says  - 
although  they  will  be  limited 
to  the  support  services  of 
such  institutions,  not  the 
rfinlral  or  security  ones. 

Italy  is  changing  the  law 
to  maltp  PPPs  nasigr  and  is 
launching  two  big  motorway 
projects  and  a  rolling  pro¬ 
gramme  to  identify  PPPs, 
which  are  likely  to  cover  at 
least  as  wide  a  range  of  pro¬ 
jects  as  those  planned  for 
Greece.  A  task  force,  mod¬ 
elled  on  the  UK  Treasury’s 
private  finance  initiative 
task  force,  is  being  estab¬ 
lished  to  drive  the  process. 

Ireland  too  is  (Tearing  a 
Treasury  task  force,  while 
Spain  has  made  legal 
changes  and  has  large  road 
projects  and  private  con¬ 


struction  and  management 
of  the  Madrid-Barcelona- 
France  rail  line  under  way. 

In  the  Netherlands  - 
which,  unusually,  has  a  bud¬ 
get  surplus  so  large  it  could 
live  without  PPPs  -  the 
approach  is  being  used  for 
the  new  high-speed  Amster¬ 
dam  to  Antwerp  rail  line, 
with  15  other  projects  to  be 
phased  in  over  the  next  few 
years. 

;  “We  don’t  need  to  do  this 
to  attract  the  money,"  Alex¬ 
ander  van  Aliena,  the  rail 
line's  project  manager  In  the 
Ministry  of  Transport  says. 
“If  it  falls  through,  there  is 
public  money  reserved  for 
it”  But  “we  thfnk  we  will 
get  a  better  deal"  from  the 
private  sector. 

-  PPPs  in  mainland  Europe 
are  likely  to  differ  from 


many  of  the  deals  in  the  UK 
It  aims  to  hand  over  entire 
projects.  Continental  govern¬ 
ments  are  likely  to  spend 
more  public  money  and 
make  stronger  guarantees. 

Ministries,  finance  bouses 
and  lawyers  acknowledge 
that  legal  and  cultural  diffi¬ 
culties.  including  public  dis¬ 
like  of  privatisation,  still 
have  to  he  overcome  if  PPPs 
are  to  become  the  standard 
way  of  building  and  running 
public  infrastructure. 

But  Jeff  Thornton,  head  of 
public  sector  finance  at  the 
Royal  Bank  of  Scotland, 
believes  the  euro  swings  the 
balance  in  favour  of  PPPs:  “I 
do  now  detect  a  sea  nhangp 
in  the  way  European  Union 
governments  are  thinking 
about  major  procurements  - 
the  prospects  are  real" 


France  to  look 
into  pensions 


By  Robert  Graham  in  Paris 

France's  Socialist-led 
government  will  today 
launch  a  key  debate  on  the 
politically  sensitive  issue  of 
funding  the  accelerating  def¬ 
icit  in  the  country's  state- 
run  pensions  system. 

The  debate  will  centre  on 
proposals  for  tackling  the 
pensions'  deficit  in  a  report 
prepared  by  Jean-Michel 
Chat-pin,  head  of  the  state- 
run  planning  commission. 

The  report  has  been  pains¬ 
takingly  prepared  over  the 
past  year  and  underscores 
tbe  commitment  of  Lionel 
Jospin,  prime  minister,  to 
proceed  with  this  reform 
only  by  consensus. 

The  last  attempt  to  intro¬ 
duce  a  reform  of  the  pen¬ 
sions  system  in  1995  under 
the  right-wing  administration 
of  Alain  Juppd  involved  a 
bead-long  assault  to  end  the 
privileges  of  employees  in 
the  SNCF,  the  state-owned 
railways.  This  provoked  a 
bruising  industrial  confron¬ 
tation  that  forced  the  with¬ 
drawal  of  the  proposals  and 
undermined  the  Juppe  gov¬ 
ernment’s  credibility. 

.  The  experience  of  1995  has 
convinced  Mr  Jospin  and  his 
senior  ministers  of  the  need 
to  “sensitise"  public  opinion 
and  prepare  the  ground  care¬ 
fully  with  the  unions  -  espe¬ 
cially  in  the  public  sector 
where  sacrifices  are  likely  to 
be  called  far. 

The  pensions  debate  is 
likely  to  go  on  throughout 


1999  with  firm  proposals 
only  expected  to  be  put 
before  parliament  next  year. 

The  C  harp  in  report  is 
based  on  demographic  calcu¬ 
lations  that  after  2005  the 
number  of  people  aged  over 
60  in  France  will  rise  sharply 
as  a  result  of  tbe  combined 
impact  of  tbe  “baby-boon^ 
generation”  reaching  retire: 
ment  age  and  of  people  liv¬ 
ing  longer.  By  2040  France  is 

expected  to  have  70  people 
over  60  for  every  100  aged 
between  20  and  59,  almost 
double  tbe  current  level. 

In  terms  of  public  finance 
tbe  pensions  overhang  on 
current  trends  will  reach  a 
total  deficit  of  FFT49Gbn 
(£74.7bn,  STSAbnl  in  2020.  To 
finance  this  within  the  exist¬ 
ing  system  would  mean  find¬ 
ing  FFr412bn  in  extra  contri¬ 
butions  from  employers  and 
employees.  Of  this,  FFrlffibn 
would  have  to  be  found  to 
cover  state  and  para-state 
employees.  By  2040  tbe  total 
deficit  will  rise  to  FFrSOObn 
in  1998  francs,  demanding  an 
even  greater  rise  in  contribu¬ 
tions. 

The  two  most  sensitive 
issues  in  the  C  harp  in  report 
concern  the  disparities 
between  public  and  private 
sector  pensions  and  the  role 
of  privately  run  pension 
funds.  Tbe  early  retirement 
provisions  and  pension  pay¬ 
ments  of  France's  large  state 
and  para-state  workforce 
will  have  to  be  brought  in 
line  with  the  less  generous 
private  sector  regimes,  tor. 


More  compensation 
for  E  German  victims 


By  Haig  Shnortan  in  Berim 

The  German  government 
yesterday  announced  mea¬ 
sures  to  compensate  more 
victims  of  injustice  in  the 
former  East  Germany  in  a 
move  that  could  add  about 
DM300m  (€153m,  fl63m)  a 
year  to  state  spending.  They 
increase  the  number  of 
people  eligible  and  some 
payments. 

Separately,  the  Federal 
Constitutional  Court  decided 
that  reductions  in  pension 
payments  to  certain  groups 


of  former  East  German  citi¬ 
zens,  such  as  state  security 
officials,  were  illegal, 
increasing  further  the 
burden  on  the  German  bud¬ 
get. 

•  Germany's  economy  grew 
less  strongly  last  year  than 
originally  reported,  accord¬ 
ing  to  revised  figures  issued 
yesterday  by  the  federal  sta¬ 
tistics  office,  reports  Ralph 
Atkins  in  Bonn. 

Gross  domestic  product 
grew  by  2.3  per  cent  - 
instead  of  the  2A  per  cent 
previously  announced. 
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THE  AMERICAS 


CONGRESS  DEBATE  ON  KOSOVO  WAR  . . 

Not  much  of 
a  challenge 
to  Clinton 


By  Deborah  McGregor 

ta  Washington 


When  it  comes  to  the  war  in 
Yugoslavia,  the  US  Congress 
has  so  far  resembled  a 
stealth  fighter,  showing  up 
on  the  political  radar  screen 
as  little  more  than  a  series  of 
random  dots  suggesting 
some  sort  of  shape  but  no 
dear  direction. 

Yesterday.  Republicans  in 
the  House  of  Representatives 
continued  that  elusive 
approach. 

Although  lawmakers  were 
debating  whether  the  presi¬ 
dent  should  be  forced  to  seek 
congressional  approval 
before  sending  in  any 
ground  troops,  they  shied 
away  from  a  full-blown  con¬ 
frontation  with  the  White 
House  over  their  role  in  set¬ 
ting  the  boundaries  for  a 
war  that  most  are  content  to 
refer  to  as  “Mr  Clinton's 


war  . 

The  House  was  expected  to 
defeat  resolutions  forcing 
Congress  to  either  declare 
war  in  Yugoslavia  or 
demaud  an  immediate 
retreat.  There  was,  quite 
simply,  no  appetite  for  a 
showdown  over  the  Viet- 
n am- era  War  Powers  Act, 
which  technically  requires 
the  president  to  notify  Con¬ 
gress  when  US  forces  are 


engaged  in  military  action 
and  establishes  a  60-day 
deadline  for  Congress  to 
authorise  a  troop  commit¬ 
ment. 

Yesterday’s  action  -  or 
lack  of  it  -  underscored  the 
extent  to  which  the  Republi¬ 
can-led  Congress  is  divided, 
not  only  about  its  role  but 
about  how  to  respond  to 
public  opinion,  which  regis¬ 
ters  continued  strong  sup¬ 
port  for  the  US  role  in  the 
war. 

Some  Republicans  support 
the  war.  Some  do  not.  Some 
want  ground  troops.  Some 
say  withdraw. 

At  one  end  of  the  spec¬ 
trum  is  John  McCain,  the 
Arizona  Republican  and 
Republican  presidential  con¬ 
tender. 

He  has  urged  Bill  Clinton 
to  fight  to  win  in  Yugoslavia 
and  has  also  sought  to  force 
a  debate  among  bis  col¬ 
leagues  in  Congress  by 
introducing  a  resolution  that 
would  authorise  the  presi¬ 
dent  to  employ  “all  neces¬ 
sary  force”  in  the  war. 

At  the  other  end  is  Jay 
Dickey,  a  Republican  from 
Arkansas  who  favours  an 
immediate  halt  to  the  war. 
In  his  view,  the  US  has  done 
what  it  promised  to  do  - 
bomb  the  Serbs  -  and  there 
is  nothing  to  be  lost  by 


John  McCain:  seeking  a  ground  push 


AP 


retreating  before  the  US  gets 
in  any  deeper.  “We’ve 
already  kept  our  word-  We 
said  we  were  going  to  bomb. 
If  we  stop  right  now,  what 
harm  would  there  be?" 

Complicating  matters  is 
the  fact  that,  like  most  wars, 
this  one  does  not  observe 
party  loyalties.  When  Mr 
McCain  raises  a  passionate 
voice  against  waging  a  lim¬ 
ited  war,  he  is  joined  by 
other  Vietnam  veterans, 
some  of  whom  happen  to  be 
Democrats.  John  Kerry,  a 
Navy  war  hero  and  Demo¬ 
cratic  senator  from  Massa¬ 
chusetts,  has  urged  Mr  Clin¬ 
ton  not  to  “ask  people  to 
give  their  lives  for  some¬ 
thing  less  than  the  prospect 
of  success”. 

And.  as  always  with  mem¬ 
bers  of  Congress,  local  con¬ 
cerns  often  take  precedence 


over  sweeping  constitutional 
matters-  Mr  Kerry,  for  exam¬ 
ple,  moved  swiftly  in 
response  to  Mr  Clinton’s 
announcement  that  he 
would  call  up  33,000  reserv¬ 
ists  to  active  war  duty  by 
introducing  legislation  to 
make  small  business  owners 
affected  by  the  move  eligible 
for  federal  loan  assistance. 

For  the  most  part.  Republi¬ 
can  leaders  in  Congress  have 
been  cautious  because  they 
fear  that  politicising  the  war 
would  cause  a  public  back¬ 
lash.  Mr  Clinton  yesterday 
repeated  his  request  to  con¬ 
gressional  leaders  not  to 
send  any  signals  that  could 
give  Slobodan  Milosevic,  the 
Yugoslav  president,  the 
impression  of  a  weakening 
American  resolve. 

Normally,  Congress’s  war¬ 
time  power  resides  in  its 


control  over  the  federal 
purse  strings.  It  authorises 
or  wltholds  funding  for  mili¬ 
tary  operations,  thereby 
exercising  some  leverage 
over  the  scale  of  conflict.  In 
the  current  case,  however, 
Republicans  want  to  spend 
even  more  than  the  com¬ 
mander-in-chief  -  about 
$13bn  compared  to  his  S6bn 
-  in  an  attempt  to  impress 
their  foreign  policy  creden¬ 
tials  on  the  public. 

As  the  war  debate  contin¬ 
ues,  Congress  and  the  White 
House  do  at  least  appear  to 
have  agreed  on  one  thing; 
the  impotence  of  the  1973 
War  Powers  Act  Every  pres¬ 
ident  since  Richard  Nixon 
has  Ignored  the  law.  contri¬ 
buting  to  Republicans’  cur¬ 
rent  sentiment  that  dodging 
detection  is  the  safest  way  to 
fly. 


Mexico  gets  choosy  over  IMF  finance 


By  Andrea  ISandd-Campbell 
in  Mexico  City 


Mexican  officials  met  Michel 
Camdessus,  International 
Monetary  Fund  managing 
director,  in  Washington  yes¬ 
terday  to  discuss  a  fresh  fin¬ 
ancing  package,  having  all 
but  rejected  a  new  IMF  anti¬ 
contagion  credit  line. 

The  officials.  Jose  Angel 
Gurrla.  the  finance  minister, 
and  Guillermo  Ortiz,  central 
bank  governor,  were 


strongly  critical  of  the  con¬ 
tingency  credit  lines, 
approved  last  week  by  the 
IMF,  to  protect  countries 
with  sound  economic  poli¬ 
cies  from  financial  crisis. 

The  Mexicans,  in  the  mar¬ 
ket  to  roil  over  a  portion  of 
$8.2bn  in  IMF  loans  coming 
due  between  now  and  2000, 
say  they  would  prefer  fresh 
capital  to  the  promise  of 
money  that  may  never  come. 
Mexico  is  particularly  disap¬ 
pointed  by  conditions  that 


seemingly  preclude  coun¬ 
tries  already  participating  in 
IMF  loan  programmes. 

Mexico  had  been  holding 
off  on  negotiations  with  the 
IMF  begun  earlier  this  year. 

“They  are  saying  you  can't 
be  hit  by  contagion  if  you 
are  already  under  a  pro¬ 
gramme  -  it  doesn’t  make 
any  sense.”  said  Marco  Prov- 
incio,  finance  ministry 
spokesman.  “Since  we  first 
struck  a  deal  with  the  IMF 
after  the  [1995]  banking  cri¬ 


sis.  we’ve  been  hit  by  Asia 
and  then  by  low  ofl  prices." 

Instead.  Mexico  expects  to 
reach  a  stand-by  loan  agree¬ 
ment  with  the  IMF  in  June 
to  roll  over  a  little  more 
than  half  of  $&2bn  -  part  of 
an  unprecedented  $l7.8bn 
emergency  facility  issued 
after  the  1994  peso  crisis. 

The  agreement  is  likely  to 
include  conditions  calling 
for  the  passage  of  new  legis¬ 
lation,  currently  held  up  in 
the  Mexican  Congress,  to 


clean  up  the  banking  sector. 

Other  conditions  would 
see  Mexico  decreasing  its 
reliance  on  oil  revenues, 
which  represent  one-third  of 
government  income. 

Mexico  is  looking  to  settle 
any  outstanding  debt  con¬ 
cerns  as  it  heads  into  presi¬ 
dential  elections  in  2000. 

Hie  country  is  negotiating 
from  a  position  of  relative 
strength  because  of  a  strong 
peso,  healthy  reserves  and 
buoyant  trade.  ‘ 
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Transport  sector  leads 
rise  in  US  goods  orders 


By  Gsutam  IfeQcanf 
in  Washington 


Peter  Currie,  executive 
vice-president  of  Netscape 
Communications,  yesterday 
revealed  that,  even  in  the 
midst  of  negotiations  over 
America  Online’s  S4_2bn 
takeover  of  his  company, 
AOL’s  commitment  to  use 
Microsoft  internet  browser 
technology  was  not  a  signifi¬ 
cant  factor. 

Mr  Currie  was  giving  a 
verbal  deposition  to  Micro¬ 
soft  lawyers  in  a  Washington 
hotel  yesterday.  Microsoft  is 
gathering  evidence  about  the 
Netscape-AOL  deal  in  the 
middle  of  its  landmark  anti¬ 
trust  trial  as  it  believes  the 
takeover  might  have  a  sig¬ 
nificant  bearing  on  the  out¬ 
come. 

Part  of  the  Justice  Depart¬ 
ment’s  arguments  during  the 
trial  of  the  world’s  largest 
software  company  have 
focused  on  AOL’s  decision  in 
March  1996  to  distribute 
Microsoft’s  browser  instead 
of  Netscape’s. 

AOL  is  contractually 
obliged  to  continue 
distributing  Microsoft’s 
browser  until  2001. 

Microsoft  is  accused  of 
abusing  its  dominance  of  the 
Windows  operating  system 
unfairly  to  promote  its  inter¬ 
net  technology. 

Mr  Currie,  the  former 
chirf  finanrtal  officer  who 
helped  put  the  deal  together 
before  it  was  announced  in 
November  last  year,  yester¬ 
day  indicated  that  AOL  had 
maria  clear  the  importance 
of  access  to  Bfficrosoft  tech¬ 
nology  during  initial  talks. 
After  that  “it  was  not  a  big 
area  of  analysis".  The  take¬ 
over  was  completed  last 
month. 

Microsoft  has  argued  the 
deal  could  undermine  the 
antitrust  charges  against  it 
as  it  shows  the  technology 
industry  is  Highly  competi¬ 
tive. 

Judge  Thomas  Jackson, 
who  is  presiding  over  the 
case  which  is  in  recess,  had 
allowed  Microsoft  to  gather 
evidence  about  the  deal. 


New  US  orders  for  durable  goods  rose  2  per  cent  between 
February  and  March  to  S197.  Tbn.  led  J 
transportation,  industrial  machinery  an d  eiectronic  traemn- 
ery  sectors.  The  rise,  reported  by  the 
merit  yesterday,  came  despite  a  decline  m  the  aircraft  sec¬ 
tor  and  weak  demand  abroad.  _ _ .  _ 

The  transportation  sector,  which  has  been  up  m  four  of 
the  past  five  months,  turned  in  the  best  performance. 
Increases  were  recorded  in  shipbuilding  and  tanks,  motor 
vehicles  and  parts  and  railroad  ecwmen^oreti^off-- 
setttng  the  decline  in  aircraft  and  parts.  Bcdudmg  trans¬ 
portation,  new  orders  rose  1.5  per  cart  in  March- 
Gordon  Richards,  with  the  National  Association  of  Manu¬ 
factures,  described  the  report  as  “rather  Bke  a  m«ed 
salad  -  varied,  interesting  and  a  bet  surprising  -  White 
orders  had  not  offset  a  February  decline,  they  had  rteen  m 
four  of  the  past  five  months  “so  that  the  overall ipicture  «s 
one  of  steady  growth”.  Nancy  DiHine,  Washington 


BANKRUPTCY  LAWS 


Renewed  push  for  reform 


Credit  card  issuers  are  resuming  their  efforts  to  reform  US 
bankruptcy  laws,  amid  indications  that  the  sharp  rise  in 
personal  bankruptcies  over  the  past  few  years  may  be 
reaching  a  plateau.  Attempts  at  reforming  the  bankruptcy 
law  passed  in  the  House  last  year  but  failed  to  pass  the 
Senate.  A  new  reform  bill  was  approved  by  the  Senate 
judiciary  committee  earlier  this  week  and  its  proponents 
hope  it  will  reach  the  floor  of  fire  House  early  next  week. 

The  number  of  petitions  for  personal  bankruptcy  in  the 
US  last  year  reached  a  record  1.4m.  The  was  more  than 
double  the  level  of  1989.  In  1980,  when  the  economy  was 
in  recession,  fewer  than  300,000  people  petitioned  for 
bankruptcy.  John  Anthers,  New  York 


GENERAL  STRIKE 


Patchy  support  across  Peru 


The  first  general  strike  in  more  than  10  years  in  Peru  won 
patchy  support  across  the  country  yesterday.  Protesters 
blocked  some  roads  in  the  capital  with  burning  tyres  and 
public  transport  and  schools  were  partially  affected. 

In  some  provincial  cities  -  including  Cusco,  Iquitos  and 
Huanuco  -  almost  all  offices,  stores  and  schools  were 
dosed  and  workers  marched  through  the  streets  in  a  show 
of  support  for  the  broad-based  protest  against  the  policies 
of  Alberto  Fujimori,  president. 

The  strike,  called  by  the  Peruvian  General  Workers’  Fed¬ 
eration,  gained  support  when  the  union  entered  an  alliance 
with  regional  and  women's  groups,  shanty  town  organisa¬ 
tions  and  student  unions.  Jane  Hofligan,  Lima 


On  the  web  today 

•  Mexico  banking  systems  problems  stand  in  way  of 
Zedillo’s  moment  in  history  •  Patchy  support  for  Peru 
general  strike  •  Microsoft  lawyers  quiz  Netscape  chief 
httpV/www  .ft.com/americas 


WORLD  TRADE 


US  drops  drugs  and 
food  from  sanctions 


.ir - 


By  Mark  Suzman  in  Washington 


President  Bill  Clinton 
yesterday  announced  that 
the  US  would  modify  its  use 
of  economic  sanctions  to 
allow  for  commercial  exports 
of  food  and  medicine. 

The  decision  marks  a  sig¬ 
nificant  change  in  US  policy 
and  follows  extensive  lobby¬ 
ing  by  agricultural  and 
humanitarian  groups.  In 
recent  yeare  the  US  has 
made  increasing  use  of  sanc¬ 
tions  as  a  weapon  against 
hostile  states,  and  six  coun¬ 
tries  -  Iran.  Iraq,  Cuba, 
Libya,  Sudan  and  North 
Korea  -  are  now  under 
embargo. 

The  president's  decision, 
which  was  welcomed  by 
Richard  Lugar.  chair  of  the 
Senate  agricultural  commit¬ 
tee,  could  pave  the  way  for 
significant  US  food  exports 
to  several  of  the  states, 
including  a  proposed  $500m 
sale  to  Iran.  However,  White 
House  officials  said  the 
change  would  not  necessar¬ 
ily  include  processed  foods 
or  high-tech  medical  equip¬ 
ment. 

Stuart  Eizenstat,  under¬ 


secretary  of  state,  said  that 
the  decision  was  not 
designed  to  help  any  particu¬ 
lar  country  but  was  the 
product  of  an  ongoing 
review  of  US  sanctions  pol¬ 
icy.  He  said  it  would  apply  to 
all  future  unilateral  sanc¬ 
tions. 

“It  has  been  implemented 
as  part  of  our  overall 
approach  to  sanctions 
reform  and  is  not  directed  at 
any  specific  country,"  he 
said.  “In  fact  the  national 
security  and  foreign  policy 
concerns  that  led  to  the  orig¬ 
inal  decision  to  impose  com¬ 
prehensive  sanctions  on 
those  countries  still  per¬ 
tain.” 

Mr  Eizenstat  said  the 
move  was  justified  because 
the  main  aim  of  sanctions 
was  to  change  the  behaviour 
of  hostile  regimes,  not  to 
deny  humanitarian  needs 

“Sales  of  food,  medicine 
and  other  human  necessities 
do  not  generally  enhance  a 
nation’s  military  capacities 
or  support  terrorism,’’  he 
said. 

“On  the  contrary,  funds 
spent  on  agricultural  com¬ 
modities  and  products  are 


not  available  for  other,  less 
desirable  uses." 

White  House  officials 
stressed  the  announcement 
did  not  mean  the  US 
believed  sanctions  were  no 
longer  a  useful  foreign  pol¬ 
icy  tool.  The  president  would 
retain  the  authority  to 
impose  restrictions  on  food 
and  medicine  if  circum¬ 
stances  were  appropriate, 
they  said. 

Individual  applications  for 
suitable  exports  will  be  con¬ 
sidered  on  a  case  by  case 
basis  under  a  licensing  sys¬ 
tem  to  be  worked  out  by  the 
departments  of  State,  Com¬ 
merce  and  Agriculture  in 
conjunction  with  the  Trea¬ 
sury.  All  sales  will  have  to 
be  conducted  at  prevailing 
market  prices  and  no 
open-ended  contracts  will  be 
approved. 

Any  approved  exports  will 
generally  be  restricted  to 
non-government  bodies. 
However,  some  sales  to 
parastatals  and  procurement 
agencies  will  be  permitted 
provided  they  are  not  affili¬ 
ated  with  the  police,  army  or 
any  other  coercive  state  bod¬ 
ies. 


Gephardt  backs  China 
on  move  to  join  WTO 


Iraqis  queue  for  food  at  a  distribution  centre  in  Baghdad.  The  US  is 
to  modify  its  use  of  food  and  medicine  sanctions  against  countries 
such  as  Iran,  Iraq,  Libya,  Sudan  and  North  Korea 


HORMONE-TREATED  MEAT  WASHINGTON  TOLD  TO  TIGHTEN  UP  CONTROLS  BY  JUNE  15  OR  FACE  EMBARGO 


Brussels  gives  ultimatum  over  beef 


By  Neil  Buckley  in  Brussels  and 
Frances  WIDbras  ta  Geneva 


The  European  Union  is  set 
to  ban  hormone-treated  beef 
imports  from  the  US  from 
June  unless  Washington 
tightens  up  controls  on  the 
meat 

The  move,  which  follows 
EU  veterinary  experts’  back¬ 
ing,  gives  Washington  until 
June  15  to  take  steps  to 
ensure  beef  certified  as  com¬ 
ing  from  animals  not  reared 
on  growth  hormones  is  genu¬ 
inely  hormone-free. 

A  recent  study  by  French 
and  Dutch  vets  found  12  per 
cent  of  US  meat  certified 
hormone-free  contained  resi¬ 
dues  of  the  growth  stimula¬ 
tors.  The  origin  of  the  prob¬ 
lem  is  not  dear. 

A  ban  on  hormone-free 


meat  -  first  threatened  by 
the  European  Commission, 
the  EU  executive,  last  week 
-  would  effectively  block  all 
remaining  beef  imports  from 
the  US.  The  EU  already  bans 
meat  from  animals  fed  with 
growth  hormones,  claiming 
it  can  cause  cancer  In 
humane. 

The  Commission  was 
expected  to  adopt  the  ban 
formally  after  getting  the 
go-ahead  yesterday  from  a 
committee  of  member  coun¬ 
tries’  vets. 

Last  week’s  disclosure  of 
the  ban  threatened  to 
increase  transatlantic  trade 
tensions  at  a  sensitive  time. 
Brussels  and  Washington 
have  been  at  loggerheads 
over  the  EU's  banana 
regime,  and  moves  to  curb 
aircraft  noise  -  as  well  as  a 


World  Trade  Organisation 
ruling  that  the  EU's  10-year 
ban  on  hormone-treated  beef 
violates  world  trade  rules  as 
it  is  not  supported  by  scien¬ 
tific  evidence. 

The  EU  has  until  May  13 
to  comply  with  that  ruling 
and  has  ordered  17  studies  to 
strengthen  its  case  on  the 
dangers  of  hormones. 

But  on  beef  certified  hor¬ 
mone-free,  EU  officials 
suggested  talks  with  the  US 
in  recent  days  had  been  con¬ 
structive.  They  said  both 
sides  were  working  together 
to  find  the  source  of  the 
problem,  and  they  had 
received  assurances  from  US 
officials  that  they  would 
tighten  controls  in  slaughter 
houses. 

"There  is  a  willingness 
from  the  two  sides  to  find  a 


solution,"  said  one  Commis¬ 
sion  official 

Only  10  abattoirs  were 
involved  in  exporting  the 
7,000  tonnes  of  hormone-free 
beef,  worth  120m,  which 
went  to  the  EU  last  year. 

At  the  WTO  in  Geneva  the 
US  and  Canada  gave  an 
unenthusiastic  reception  to 
an  EU  proposal  to  negotiate 
compensation  for  keeping  its 
ban  on  North  American  hor¬ 
mone-treated  beef  after  the 
May  13  deadline. 

The  two  countries  have 
threatened  to  ask  the  WTO 
for  permission  to  retaliate 
against  EU  goods  if  the  ban 
was  not  lifted.  The  WTO 
ruled  early  last  year  that  the 
decade-old  prohibition  was 
not  justified  by  adequate  sci¬ 
entific  evidence. 

However.  Brussels  has 


interpreted  the  ruling  as 
meaning  that  It  can  keep  the 
ban  provided  new  scientific 
studies  show  a  risk  to 
health.  These,  studies  will 
not  be  completed  until  the. 
end  of  the  year,  although  Eli 
officials  yesterday  said  they 
hoped  for  an  Interim  assess¬ 
ment  soon. 

The  US  told  a  meeting  of 
the  WTO’s  dispute  settle¬ 
ment  body  yesterday  that 
Washington  would  only 
accept  compensation  pend¬ 
ing  a  lifting  of  the  ban.  Can¬ 
ada  said  it  was  prepared  to 
consider  compensation 
offers. 

The  US  is  due  to  publish 
next  month  a  final  list  of  EU 
products  that  could  be  hit 
with  100  per  cent  tariffs  tf 
the  WTO  gave  the  go-ahead 
in  June  or  July. 


By  Nancy  Dune  hi  Washington 


Congressman  Richard 
Gephardt,  the  House  minor¬ 
ity  leader  and  a  pivotal 
player  on  trade  policy,  yes¬ 
terday  said  it  was  in  US 
interests  for  China  to  join 
the  World  Trade  Organisa¬ 
tion. 

Mr  Gephardt  is  usually  an 
opponent  on  human  rights 
grounds  in  the  annual  battle 
over  renewal  of  China’s 
trade  status,  but  he  com¬ 
mended  the  Clinton  adminis¬ 
tration  on  the  progress  made 
in  negotiations  on  a  market 
access  package.  He  said  Con¬ 
gress  should  allow  the 
administration  to  complete 
negotiations  before  passing 
judgment 

“It  is  important  that  the 
Congress  evaluate  any  final 
deal  on  the  merits  of 
whether  it  is  a  good  deal  for 
our  economy,"  he  said,  “As 
hard  as  It  may  be  for  some, 
particularly  in  the  Republi¬ 
can  party,  this  process 
should  and  must  cot  be 
politicised.” 

Speaking  at  a  conference 
sponsored  by  the  Economic 
Strategy  Institute,  Mr 
Gephardt  warned  that  “iso¬ 


lationism  is  on  the  ascent  in 
the  Republican  party”.  For 
this  reason,  support  from  Mr 
Gephardt  and  other  progres¬ 
sive  internationalists  is 
important  for  future  efforts 
to  pass  legislation  giving 
China  permanent  Most 
Favoured  Nation  status. 
Under  MFN  -  or  Normal 
Trade  Relations,  as  it  is 
called  in  the  US  -  a  trading 
partner  has  the  same  trade 
benefits  as  most  other  coun¬ 
tries. 

Business  representatives, 
anxiously  watching  the  US- 
China  negotiations  for  back¬ 
sliding  on  existing  conces¬ 
sions.  have  been  encouraged 
by  the  recent  talks  in  Bei¬ 
jing.  A  few  issues  have  been 
added  to  the  agenda,  such  as 
US  insistence  that  American 
car  companies  be  allowed  to 
offer  financing  for  vehicle 
purchases,  and  a  provision 
for  direct  sales  in  several 
sectors. 

One  stumbling  block  Is 
that  the  US  wants  China  to 
be  considered  as  a  non-mar¬ 
ket  economy  when  applying 
dumping  laws,  so  that  US 
companies  can  more  easily 
be  protected  against  import 
surges.  Mr  Gephardt  also 


said  that  “tangible  Chinese 
progress"  on  human  rights, 
labour  rights  and  environ¬ 
mental  protection  must  talcp 
place  before  many  in  Con¬ 
gress  would  support  a  deal. 

Business  lobbyists  have 
been  encouraged  by  the 
response  on  Capitol  Hill  to 
Chinese  concessions.  They 
have  been  struggling  with 
the  question  of  whether  to 
seek  permanent  MFN  in 
June,  when  the  president 
usually  asks  for  another 
year  of  temporary  MFN,  or 
to  seek  it  later  after  building 
support  for  the  deal 

“We  have  a  shot  at  one 
vote."  said  Myron  Brilliant, 
Asia  manager  for  the  Inter¬ 
national  Chamber  of  Com¬ 
merce.  “If  negotiations  with 
China  can  be  wrapped  up  in 
time,  we  want  to  see  closure 
on  this.” 

He  said  there  had  been  a 
growing  recognition  that  the 
deal  to  open  the  Chinese 
market  was  In  the  US  inter¬ 
est.  If  China  joins  the  WTO, 
US  companies  win  not  be  eli¬ 
gible  for  many  Chinese  con¬ 
cessions  on  telecommunica¬ 
tions,  insurance  and  other 
sectors  unless  Congress 
approves  permanent  MFN. 


Alcatel  to  produce  new 
ultra-thin  battery  in  US 


By  Peter  Marsh  in  London 


Alcatel,  the  French 
electronics  company,  is 
attempting  to  rival  Japanese 
groups  such  as  Sony  and 
Matsushita  by  setting  up  a 
US  plant  to  make  a  new  gen¬ 
eration  of  ultra-thin 
rechargeable  batteries  for 
use  in  new  versions  of  ever- 
smaUer  mobile  telephones 
and  computers. 

The  plant  is  expected  to 
produce  batteries  worth  up 
to  $50m  a  year  from  2000, 
and  is  based  on  development 
by  Alcatel  of  lithium-based 
battery  techniques  which 
has  cost  3200m  since  the 
early  1990s. 

The  factory,  in  Valdese, 
North  Carolina,  will  be  oper¬ 
ated  by  Saft.  the  battery  sub¬ 


sidiary  of  Alcatel,  and 
should  move  into  volume 
production  next  month.  It 
will  be  one  of  the  few  in  the 
world  to  turn  out  lithium- 
polymer  batteries,  developed 
around  combinations  of  com¬ 
pounds  based  on  lithium  and 
plastics. 

These  pack  more  energy 
into  a  limited  space  than 
other,  more  conventional 
forms  of  rechargeable  bat¬ 
teries.  While  lithium-poly, 
mer  sales  are  currently  neg¬ 
ligible,  output  of  other  kinds 
of  rechargeable  batteries  for 
use  in  consumer  electronics 
equipment  is  estimated  at 
about  $5bn  a  year,  compared 
with  little  more  than  zero  a 
decade  ago. 

Jean  Brunol.  Safi's  chief 
executive,  said  the  company 


bad  discussed  selling  the 
Qfiw  generations  of  batteries 
“  make  possible  ultra-small 
handsets -which  in  the  past 
decade  have  shrunk  from 
clunky  objects  to  devices  the 
«ze  of  a  palm. 

Lithium-polymer  devices 
nave  been  under  develop- 
meuMn  the  past  decade  by 
the  battery  industry  but 
have  proved  difficult  to 
Jring  into  production 

°f  the  complex 
chemistry  involved. 

Sony  and  Matsushita,  two 
leaders  in  the  consumer  elec¬ 
tronics  industry,  have 

rSnc*1/  both  a&aoanced 
Plans  to  produce  lithium- 
polymer  batteries,  while  a 
number  of  small  US  compa¬ 
nies  are  also  trying  to  com¬ 
mercialise  the  technology. 
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Joining  the  dots  on  the  map  puts  an  Israeli  stranglehold  on  the  West  Bank 

Avi  Machlis  on  the  _ , _ _  ^ 


Avt  Machlis  on  the 

tactics  of  settlers  to 
grab  tracts  of  land 
before  final  status 
peace  talks 

From  the  hilltop  he  calls 
Mitzpe  Hagit,  Shimon 
Ben  Dor  survevs  the 

22?*  £r?Wn  Judean  desert 
terrain  below.  It  win  only  be 

a  matter  of  time,  he  says, 
before  this  outpost  of  tivo 
wc«den  caravans,  a  water 

tank  and  an  Israeli  flag  is 
transformed  into  a  thriving 
new  Jewish  settlement. 

Four  kilometres  away 
across  a  winding  road  and 
broad  valley.  Kfar  Adumim 
the  nearest  settlement,  is 
visible  in  the  distance.  Mr 
Ben-Dor,  who  represents  no 
political  group,  toes  the  gov¬ 
ernment  line  and  says  his 
settlement  is  legal  because, 
technically,  it  is  within  Kfar 
Adumim's  jurisdiction. 

Blit  as  Mr  Ben-Dor 
explains  his  motives,  the 
reasons  behind  Israel’s  latest 
settlement  drive  that  is 


SS®**  Palestinians,  Irking 

the  US  and  rapidly  creating 
more  non-negotiable  West 
Bmik  territory  become  clear. 

It  is  very  important  that 
we  stake  a  claim  to  as  much 
land  as  possible  in  this  area, 
where  there  are  no  Arab  vil¬ 
lages.  and  establish  facts  on 
the  ground.”  says  Mr  Ben- 
Dor.  ‘Eventually.  I  hope  we 
can  establish  territorial  con¬ 
tiguity  with  the  nearby  set¬ 
tlements.” 

Throughout  the  West 
Bank.  Jewish  settlers  have 
been  making  good  on  a 
recent  appeal  by  Ariel  Sha¬ 
ron.  Israel’s  foreign  minister, 
to  establish  “facts  on  the 
ground"  by  “grabbing  the 
hilltops”.  Since  the  Israeli- 
Pfllestinian  Wye  River 
accords  were  signed  last 
October,  caravan  villages 
have  sprouted  on  some  20 
hilltop  sites  in  the  West 
Bank.  Often,  they  are  more 
than  a  kilometre  from  the 
nearest  settlement.  Unlike 
isolated  Mitzpe  Hagit,  many 
are  near  Palestinian  villages. 

With  Israeli  elections 
scheduled  for  May  17,  and 


increasing  public  opposition 
to  funding  settlements 
instead  of  infrastructure 
after  a  three  year  economic 
slowdown,  the  settlements 
are  playing  high  in  the  cam¬ 
paign.  Ehud  Burak,  prime 
ministerial  candidate  and 
leader  of  the  One  Israel 
coalition,  is  promising  to  dry 
up  funding  nf  settlements. 

The  Israelis  who  have 
come  to  these  new  colonies 
are  second  generation  set- 
tiers.  twenty-something  chil¬ 
dren  of  the  original  Gush 
Emunim  settlement  move¬ 
ment.  Like  their  parents, 
they  champion  the  religious- 
nationalist  ideology  that 
believes  all  of  the  biblical 
Land  of  Israel,  including  the 
West  Bank,  is  the  birthright 
of  the  Jews. 

By  connecting  new  dots  on 
the  map  with  existing  ones. 
Israel  will  have  cordoned  off 
tracts  of  land,  greatly  enlarg¬ 
ing  settlement  enclaves  sur¬ 
rounded  by  Palestinian-con¬ 
trolled  areas.  And  the  timing 
-  before  final  status  peace 
talks  that  may  begin  after 
the  elections  -  is  crucial. 


“The  settlers  know  occupied 
areas  arc  much  less  negotia¬ 
ble,"  says  Didi  Ibanez,  settle¬ 
ment  watch  co-ordinator  for 
Peace  Now,  the  leftwing 
Israeli  movement. 

Peace  Now  says  the  new 
settlement  drive  is  the  big¬ 
gest  since  the  early  1980s.  At 
another  20  sites,  it  says, 
roads  are  being  paved  and 
hilltops  razed,  the  telltale 
signs  of  another  wave  of  set¬ 
tlements  yet  to  come. 

The  settlers  have  nothing 
to  bide.  Aharon  Domb. 
director  of  Yesha  Coun¬ 
cil,  the  settlers’  organisation, 
says  more  than  30  new  sites 
-  all  within  master  plans 
and  approved  by  the  govern¬ 
ment  -  have  been  settled  in 
the  past  two  years.  The 
strategy  has  been  to  build 
satellites  as  far  as  possible 
from  the  mother  settlement, 
thus  pre-empting  the  status 
of  all  land  in  between.  “This 
has  been  our  strategy  for  30 
years."  says  Mr  Domb. 

Yet  Benjamin  Netanyahu, 
Israeli  prime  minister,  con¬ 
tinues  to  claim  the  govern¬ 


ment  is  not  building  new  set¬ 
tlements.  but  just  allowing 
“natural  growth"  within 
existing  settlements.  “The 
municipal  areas  total  4  per 
cent  of  the  West  Bank.”  says 
David  Bar  Ilian,  senior 
media  adviser  to  Mr  Netan¬ 
yahu.  “So  to  say  there  will 
be  nothing  left  to  negotiate 
is  slightly  out  of  proportion." 

According  to  Israel's  Cen¬ 
tral  Bureau  of  statistics,  the 
settler  population  grew  7  per 
cent  last  year  to  172,000  - 
slower  than  the  9  per  cent 
settler  increase  in  1997  but 
much  faster  than  the  general 
population's  growth  of  2.3 
per  cent  However,  a  close 
look  at  the  new  sites  throws 
the  government’s  "natural 
growth"  claim  into  doubt. 

At  nearby  Mitzpe  Danny, 
for  example,  an  “extention’’ 
of  the  Ma’ale  Michmash  set¬ 
tlement.  12  caravans  have 
been  placed  on  a  hilltop  700 
metres  from  the  main  settle¬ 
ment.  A  road,  several  barren 
hills,  and  two  patches  of  flat 
land  separate  Michmash 
from  its  new  satellite. 
"There  has  been  a  leap  of 


sorts."  admits  one  Mitzpe 
Danny  settler.  “Through  nat¬ 
ural  growth  we  may  have 
only  reached  this  Mil  20 
years  from  now.” 

The  US  is  getting  increas¬ 
ingly  frustrated,  especially 
as  it  has  worked  hard  to  con¬ 
vince  Yassir  .Arafat.  Pales¬ 
tinian  Authority  president, 
to  refrain  from  unilaterally 
declaring  statehood  on  May 
4.  “We  have  been  repeatedly 
promised  by  the  Israeli  gov¬ 
ernment  at  all  levels  that 
they  were  not  going  to  take 
unilateral  actions  that  would 
undermine  final  status  nego¬ 
tiations.”  said  a  US  diplo¬ 
mat  .  But  the  US  is  reluctant 
to  confront  Israel  less  than  a 
month  before  elections.  So 
are  the  Palestinians. 

Saeb  Erekat.  chief  Pales¬ 
tinian  peace  negotiator, 
warns  that  Israel’s  settle¬ 
ment  activities  are  “creating 
a  pressure-cooker  situation" 
that  may  soon  get  out  of  con¬ 
trol.  But  with  little  Palestin¬ 
ian  opposition  in  the  streets 
so  far,  Israel’s  high-stakes 
game  of  connect-the-dots  is 
likely  to  continue. 


Aims  of  control  ta  the  West  Bank  today 

Complete  Palestinian 
—  flafeflfttancwfflan 
di  toaefi 
□  30  new  settlements 
anas  1996  (most « 

1B3  ax  months) 
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World  Bank  ‘might 
need  more  capital’ 


By  Robert  Chute  in  Washington 

James  Wolfensohn.  World 
Bank  president,  told  finance 
and  development  ministers 
yesterday  that  they  may 
have  to  provide  more  capital 
for  the  development  institu¬ 
tion  if  they  want  it  to  con¬ 
tinue  making  big  loans  in 
the  event  of  further  financial 
crises. 

Mr  Wolfensohn  told  a 
"development  committee" 
that  the  Bank  and  its  private 
sector  arm,  the  International 
Finance  Corporation  (IFC) 
were  currently  well  capital¬ 
ised.  “It  is  simply  prudent, 
in  view  of  the  potential  that 
financial  demands  remain 
heavy,  to  plan  for  the  years 
ahead."  he  told  them. 

A  panel  of  experts  has 
recently  reviewed  the  Bank’s 
capita]  position  and  con¬ 
cluded  that  it  can  muddle 
through  unless  called  upon 
to  help  the  Internationa] 
Monetary  Fund  with  liquid¬ 
ity  support  for  future  crisis 
victims.  But  if  it  is  to  play 
this  role,  then  shareholders 
will  either  have  to  stomp  up 
more  capital  or  accept  that 
the  Bank  will  have  less  net 


income  to  devote  to  poor 
country  debt  relief  and  other 
deserving  causes. 

“To  ensure  that  the  Bank 
is  ready  to  deliver  on  its  fun¬ 
damental  development  man¬ 
date  in  whatever  environ¬ 
ment  it  laces  -  good  times  or 
bad  -  it  must  remain  finan¬ 
cially  sound  and  resilient,” 
Mr  Wolfensohn  said.  He 
added  the  directors  were 
determined  to  defend  the 
Bank’s  triple  A  bond  market 
rating. 

Conscious  of  its  political 
sensitivity,  most  leading 
industrial  countries  are 
reluctant  to  contemplate  a 
capital  Increase  for  the  Bank 
unless  absolutely  necessary. 
In  the  case  of  the  US.  this 
would  require  congressional 
approval.  Peter  Woicke.  the 
head  of  the  IFC,  has  been 
arguing  that  his  arm  of  the 
World  Bank  does  need  a  cap¬ 
ital  increase,  noting  that  it  is 
particularly  important  to  fos¬ 
ter  private  sector  develop¬ 
ment  in  post-crisis  situa¬ 
tions.  He  noted  that  efforts 
to  “bail  in”  private  sector 
lenders  in  crisis  resolution 
are  complicated  when  share¬ 
holders  put  pressure  on 


investing  institutions  to 
eliminate  their  exposure  to 
problem  areas. 

The  committee  was  expec¬ 
ted  to  agree  that  the  capital 
adequacy  of  the  Bank  and 
the  IFC  should  be  examined 
further  in  coining  months, 
perhaps  for  a  decision  at  this 
autumn's  annual  meeting. 

The  committee  also  dis¬ 
cussed  the  code  of  good  prac¬ 
tice  on  social  policy  that  the 
Bank  has  assembled  from 
existing  declarations  by  the 
United  Nations  and  other 
bodies.  Developing  countries 
are  concerned  that  this 
another  way  to  impose  pol 
icy  conditions  on  them,  but 
industrial  country  officials 
said  they  were  keen  to 
emphasise  that  this  was  not 
the  case.  They  took  heart 
from  the  generally  positive 
reaction  to  the  soda!  code 
from  the  Group  of  24  devel¬ 
oping  countries. 

Mr  WolTensohn  also  used 
the  meeting  to  argue  for  his 
“comprehensive  develop 
ment  framework,"  the  big 
idea  with  which  he  hopes  to 
define  strategic  direction  of 
the  Bank  after  its  current 
reorganisation. 


NEWS  DIGEST 

PALESTINIAN  STATE 

Arafat  postpones  decision 
until  after  Israeli  election 

Yassir  Arafat,  president  of  the  Palestinian  Authority,  last 
night  decided  not  to  declare  an  independent  state  until 
after  Israel’s  general  election  on  May  17. 

Palestinian  officiate  said  Mr  Arafat  had  no  intention  of 
playing  into  the  hands  of  Benjamin  Netanyahu,  Israeli 
prime  minister,  who  said  he  would  scupper  the  peace  pro¬ 
cess  and  retake  Palestinian-controlled  areas  of  the  West 
Bank  K  a  unilateral  declaration  was  made. 

Addressing  the  124-member  central  council  of  the  Pal¬ 
estine  Liberation  Organisation  in  Gaza,  which  endorsed  his 
decision,  Mr  Arafat  said  he  had  received  assurances  that 
after  the  elections  President  Bill  Clinton  would  revive  the 
peace  process.  Washington  has  opposed  any  unilateral 
declaration.  In  addition,  PLO  officials  said  Mr  Clinton  had 
this  week  sent  Mr  Arafat  a  letter  pledging  support  for  “the 
Palestinian  people’s  aspirations  to  determine  their  own 
future  on  their  own  land"  as  an  incentive  to  defer  a  procla¬ 
mation  of  statehood,  ft  fefl  short  of  last  month’s  European 
Union  declaration  which  said  Palestinians  had  an  "unde¬ 
clared  right  to  self-determination  including  the  option  of  a 
state”  with  no  Israeli  veto.  Judy  Dempsey,  Jerusalem 
Editorial  Comment,  Page  11 

COMMONWEALTH 


Nigeria  to  be  readmitted 

Commonwealth  ministers  begin  a  special  meeting  In  Lon¬ 
don  today  which  is  almost  certain  to  recommend  that 
Nigeria's  three-year  suspension  be  ended.  Nigeria's  mem¬ 
bership  of  the  54-nation  grouping  of  mainly  former  British 
colonies  was  frozen  in  1995  after  it  executed  nine  minority 
rights  activists.  But  the  populous  West  African  nation  has 
come  in  from  the  cold  after  hokJtag  presidential  elections 
in  February  to  end  15  years  of  military  rule.  President-elect 
General  Ofusegun  Obasanjo  is  due  to  take  power  on  May 
29. 

The  decision  on  Nigeria's  future  will  be  taken  by  the 
eight-nation  Commonwealth  Ministerial  Action  Group 
(CMAG),  set  up  to  probe  abuses  in  members  with  mffitary 
regimes. 

“CMAG  is  likely  to  take  stock  of  things  in  Nigeria  and 
then  request  that  Secretary-General  Chief  Emeka  Anyaoku 
send  a  letter  asking  Commonwealth  governments  to  lift  the 
suspension  and  to  make  It  effective  by  May  29,"  said  a 
Commonwealth  official.  CMAG  has  kept  up  consistent  If 
light  pressure  on  Nigeria  since  1995,  agreeing  a  limited 
package  of  sanctions  and  refusing  to  contemplate  any  talk 
of  ending  the  suspension  until  Abuja  agreed  to  ending  mili¬ 
tary  rute- 

Deep  divisions  between  African  and  non-African  CMAG 
members  meant  the  sanctions  were  never  Imposed  but 
diplomats  saJd  the  group  had  nevertheless  had  some 
effect  "Our  assessment  is  that  CMAG  has  been  a  good 
forum  and  a  good  way  of  pressuring  Nigeria.  I  think  that  at 
the  end  it  bothered  Nigeria  not  to  be  part  of  the  Common¬ 
wealth."  said  a  diplomat  from  one  CMAG  nation. 

Reuters,  London 


Warning 
over  big 
majority 
for  ANC 


By  Victor  Maflet 
to  Johannesburg 

South  Africa  would  become 
“another  Zimbabwe”  after 
the  June  2  general  election  if 
the  ruling  African  National 
Congress  won  more  than 
two  thirds  of  the  vote.  Mar- 
thin  us  van  Schalkwyk, 
leader  of  the  opposition  New 
National  party,  said  yester¬ 
day. 

He  told  foreign  correspon 
dents  that  a  two  thirds 
majority  would  allow  the 
ANC  to  change  the  section 
of  the  constitution  protect¬ 
ing  property  rights.  The 
ANC  could  also  bring  the 
independent  central  bank 
under  political  control, 
increase  the  powers  of  cen¬ 
tral  government  at  the 
expense  of  the  provinces  and 
tamper  with  the  appoint¬ 
ments  of  watchdogs  such  as 
the  auditor-general. 

Opinion  polls  show  that 
the  ANC,  which  won  the 
first  democratic  election  in 
1994  with  63  per  cent  of  the 
vote,  could  increase  its  share 
to  67  per  cent  this  year.  Most 
ANC  leaders  say  they  do  not 
want  to  change  the  constitu¬ 
tion.  although  some  of  the 
party’s  leftwing  members,  as 
well  as  its  communist  and 
trade  union  allies,  favour 
amendments. 

South  African  opposition 
parties  often  point  to  neigh¬ 
bouring  Zimbabwe,  ruled  by 
Robert  Mugabe  and  his 
Zann-PF  as  a  de  facto  one- 
party  state,  as  an  example  of 
everything  that  can  go 
wrong  in  domestic  politics. 
Zimbabwe's  constitution  has 
been  amended  more  than  a 
dozen  times  since  indepen¬ 
dence.  to  the  benefit  of  Zanu. 

Other  opposition  parties 
are  also  stepping  up  then- 
attacks  on  the  ANC  as  the 
election  campaign  gathers 
speed.  United  Democratic 
Movement  supporters  ail  but 
drowned  out  an  address  by 
President  Nelson  Mandela  in 
Umtota  in  Eastern  Cape  ear¬ 
lier  this  week. 


Use  of  wind  energy  set  to  reach  milestone 


By  Vanessa  Hwdder  in  London 


The  use  of  wind  energy  i s  set 
to  reach  "an  historic  mile¬ 
stone”  this  month,  according 
to  the  International  Energy 
Agency,  the  Paris-based 
energy  arm  of  the  Organisa¬ 
tion  for  Economic  Co-opera¬ 
tion  and  Development 

It  predicts  that  worldwide 
wind  energy  capacity  is 
about  to  reach  10.000MW, 
which  is  enough  to  supply 
the  electricity  needs  of  two 
cities  the  size  of  Madrid. 

Wind  energy  has  been  the 


world’s  fastest-growing 
renewable  energy  source  for 
four  years  running,  accord¬ 
ing  to  the  IEA  which  moni¬ 
tors  world  energy  markets 
for  industrialised  countries. 

Last  year,  worldwide 
equipment  sales  totalled 
more  than  $2bn,  as  2,10QMW 
of  new  capacity  was 
installed. 

The  growth  of  wind  energy 
has  been  driven  by  improved 
technology  and  supportive 
government  policies.  In  sev¬ 
eral  countries,  governments 
have  guaranteed  a  fixed 


price  for  wind-generated 
electricity  in  an  effort  to 
respond  to  environmental 
concerns  about  global 
warming  and  air  quality. 

The  cost  varies  considera¬ 
bly  but  is  getting  close  to 
that  of  conventional  energy 
sources  in  many  cases.  Wind 
turbine  prices  have  fallen  by 
a  factor  of  at  least  three 
from  1981  to  1991,  according 
to  the  European  Wind 
Energy  Association,  an 
industry  body.  The  cost  of 
the  energy  generated  by  tur¬ 
bines  has  halved  over  the 


past  decade  as  a  result  of  the 
fall  in  turbine  prices,  higher 
efficiencies  and  lower  opera¬ 
tion  and  maintenance  costs. 

European  countries  were 
largely  responsible  for  the 
new  capacity  installed  last 
year.  Germany  was  in  the 
lead  with  more  than  800MW, 
Spain  had  400MW  and  Den¬ 
mark  had  300MW.  The  US 
installed  150MW.  Overall, 
five  countries  account  for 
more  than  B0  per  cent  of  the 
world's  installed  capacity, 
namely  Germany,  the  US, 
Denmark,  India  and  Spain. 


In  the  US,  10.000MW  are 
expected  to  be  installed  by 
2010.  fn  European  Union 
countries.  40.000MW  of  addi¬ 
tional  wind  capacity  was 
expected  to  be  installed  by, 
2010,  part  of  which  is  likely; 
to  come  from  offshore  instal¬ 
lations  planned  by  Denmark 
and  the  Netherlands. 

The  European  Wind 
Energy  Association  believes 
that  Europe  could  generate 
100.000MW  of  wind  energy 
capacity  by  2020,  which 
could  provide  10  per  cent  of 
European  electricity  needs. 
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AUTONOMY  REFEBENDOM  GOVERNOR  AND  MILITARY  COMMANDER  SAY  THEY  FEAR  CIVIL  WAR  ON  EAST  TIMOR _ 

E  Timor  officials  critical  of  vote 


By  Sander  Tfmenes  ta  Dni _ 

One  day  after  Indonesia's 
President  B.J-  Habibie 
pledged  to  let  tire  East  Timo¬ 
rese  choose  between  inde¬ 
pendence  or  autonomy  in 
August,  both  his  local  gover¬ 
nor  and  military  commander 
yesterday  put  the  vote  in 
doubt  by  saying  they  would 
rather  not  have  one  at  all. 

Governor  Abilio  Soares 
and  Colonel  Tono  Suratman 
of  East  Timor  told  Derek 
Fatchett,  Britain’s  visiting 
minister  of  state  for  foreign 
affairs,  that  a  plebiscite 
could  spark  civil  war  in  East 
Timor,  a  former  Portuguese 
colony  invaded  by  Indonesia 
in  1975  after  Lisbon  aban¬ 
doned  it. 

They  said  they  favoured 
direct  implementation  of 
Indonesia's  autonomy  pro¬ 


posal  rather  than  a  referen¬ 
dum.  scheduled  for  August 
8,  announced  by  by  Mr  Habi¬ 
bie  after  a  meeting  with 
John  Howard.  Australian 
prime  minister,  in  Ball  the 
day  before. 

While  Mr  Soares  and  Mr 
Suratman  said  they  would 
obey  orders  from  Jakarta  if  a 
United  Nations-brokered 
agreement  was  signed  as 
planned  on  May  5.  and  the 
commander  said  be  would 
start  disarming  paramilitary 
groups  “within  weeks",  then- 
public  display  of  displeasure 
with  the  accord  suggested 
they  might  be  less  than 
active  in  implementing  it 

The  UN  document,  agreed 
between  Indonesia  and  Por¬ 
tugal,  will  see  an  Interna¬ 
tional  police  force,  in  which 
Australia  will  play  a 
significant  part,  sent  to  East 


Timor  next  month  as  advis¬ 
ers,  but  not  as  peacekeepers. 

Mr  Soares  and  Mr  Surat¬ 
man  have  publicly  supported 
paramilitary  groups,  whose 
leaders  told  Mr  Fatchett  they 
rejected  the  referendum  and 
would  never  disarm,  as 
required  under  the  accord. 
“Why  can't  the  autonomy 
package  be  implemented 
directly?"  asked  Joao  JEstes- 
fan  Soares,  spokesman  for 
the  militia.  “Most  East  Timo¬ 
rese  are  illiterate  and  politi¬ 
cally  immature,  and  most  of 
us  are  living  under  Intimida¬ 
tion.  How  can  the  East  Timo¬ 
rese  decide  their  own 
future?" 

Mr  Fatchett  said:  “We 
understand  the  difference 
between  an  agreement 
signed  in  New  York  and  life 
on  the  ground.  The  armed 
forces  have  to  act  according 


to  that  agreement  in  a  neu¬ 
tral  and  impartial  way.” 

At  a  clinic  in  Dili,  where 
nurses  were  struggling  to 
care  ter  badly  maimed  vic¬ 
tims  of  a  recent  attack  by 
pro-Indonesian  militia,  Mr 
Fatchett  said  he  was 
shocked  by  the  “atrocious 
injuries"  but  even  more  so 
by  reports  that  the  militia 
had  threatened  to  drop  by 
and  “finish  their  work". 

The  British  minister  said: 
“One  test  for  the  police  and 
armed  forces  here  In  East 
Timor  is  that  they  make  it 
impossible  for  the  militia  to 
finish  their  work.  Why  has 
nobody  been  arrested?” 

Murdoch  University  Asia 
Centre  director  Richard  Rob¬ 
ison  said:  "The  militfrq  are 
apparently  planning  some 
more  big  demonstrations 
and  there  will  certainly  be 


violence  out  of  this,  so  well 
see  the  stance  that  the  Indo¬ 
nesian  military  takes. 

“The  worry  of  course  is 
that  the  situation  becomes 
Just  too  unstable  to  have  a 
referendum  or  that  the  mili¬ 
tia,  backed  by  the  military, 
just  conduct  such  a  reign  of 
terror  that  they  get  the 
majority  in  the  vote,  which 
they  could  do.” 

Diplomats  had  some  opti¬ 
mism.  however.  They 
pointed  out  that  the  military 
stand  weaker  in  facing  both 
the  international  community 
and  at  least  part  of  their 
own  government 

“It’s  the  first  time  that  we 
and  the  Indonesian  govern¬ 
ment  are  working  together 
on  East  Timor,"  said  Robin 
Christopher,  the  British 
ambassador  in  Indonesia. 
“That’s  a  watershed." 
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Beijing  pulls  out  of  Apec  meeting^  alarm  among  China’s  leaders 

V  -®-  Inmnp  ITimna  finrle  rolI/iiAnc  onrl  mflrfifll  AftS  fimiiDS  3T6  offsril 


By  Terry  Han  in  Weffington 
and  Mure  Dickie  In  Taipei 

China  has  pulled  out  of  a 
meeting  of  senior  officials  of 
the  Asia  Pacific  Economic 
Co-operation  (A pec)  group 
after  arch-rival  Taiwan 
changed  the  minister  in 
charge  of  its  delegation. 

The  pull-out  was  the  latest 
demonstration  of  a  deep- 
seated  distrust  between  Bei¬ 
jing  and  Taipei  that  turns 
routine  meetings  attended 
by  their  Communist  and 
Nationalist  governments 
into  diplomatic  minefields. 

Max  Bradford,  New  Zea¬ 


land  trade  and  enterprise 
minister,  said  the  move  was 
prompted  by  difficulties 
between  China  and  Taiwan, 
which  takes  part  In  Apec 
meetings  under  the  name 
“Chinese  Taipei".  China  con¬ 
siders  Taiwan  a  renegade 
province  and  has  long  tried 
to  isolate  it  diplomatically. 

“While  we  would  much 
preferred  them  to  remain, 
[China's  delegates]  decided 
they  could  not  sit  at  the 
same  table  as  Chinese 
Taipei,"  Mr  Bradford  said. 

Maarten  Wevers,  New  Zea¬ 
land  Foreign  affairs  represen¬ 
tative  at  the  meeting  in 


Christchurch,  said  the  minis¬ 
ter  scheduled  to  lead 
Taiwan’s  delegation  had 
been  unable  to  attend  and 
China  was  unhappy  with  his 
replacement,  Yang  Shih- 
chien,  minister  without  port¬ 
folio. 

Taiwanese  officials  said  it 
was  141  to  Beijing  to  explain 
Its  actions  but  said  that, 
while  disputes  were  more 
common  at  other  interna¬ 
tional  forums  attended  by 
the  two  sides.  Apec  encoun¬ 
ters  were  usually  relatively 
tranquil. 

Taipei  bas  long  tried  to 
test  the  diplomatic  bound¬ 


aries  erected  around  It  by 
China  by  wooing  impover¬ 
ished  nations  for  recognition 
and  by  pushing  for  member¬ 
ship  of  bodies  that  would 
confer  international  legiti¬ 
macy  on  the  newly  demo¬ 
cratic  island's  government 
One  possible  reason  for 
the  strong  Chinese  reaction 
to  the  last-minute  appoint¬ 
ment  of  Mr  Yang  as  the  Tai¬ 
wanese  delegation's  leader  is 
if  Bejjing  saw  it  as  a  move  to 
increase  the  standing  of  the 
group  by  sending  a  more 
senior  minister.  Taiwanese 
ministers  without  portfolio 
are  generally  listed  above 


HK  lowers  China  influx  estimate 


By  Rahul  Jacob  in  Hong  Kong 

The  Hong  Kong  government 
said  yesterday  it  estimated 
tbat  1.7m  mainland  Chinese 
were  eligible  to  claim  resi¬ 
dence  in  the  territory. 

In  January,  Hong  Kong’s 
Court  of  Final  Appeal  ruled 
that  all  children  of  Hong 
Kong  residents  were  eligible 
to  the  right  of  abode  in  Hong 
Kong,  including  illegitimate 


children  and  children  bom 
before  their  parents  became 
permanent  residents. 

The  court  overturned 
immigration  controls  rushed 
through  the  local  legislature 
soon  after  the  UK  handed  its 
colony  back  to  China  in  July 
1997. 

Estimates  of  the  numbers 
of  mainland  Chinese  who 
might  qualify  under  the  new 
ruling  went  as  high  as  3m  - 


sparking  fears  that  Hong 
Kong  would  be  overwhelmed 
by  the  influx. 

Regina  Ip.  the  secretary 
for  security,  said  yesterday 
that  the  number  of  legal 
Immigrants  allowed  in  to  the 
former  colony  on  a  daily 
basis  would  increase  from 
the  current  150  to  1.000. 

She  warned  that  this 
would  place  a  heavy  burden 
on  the  city's  schools  and 


social  security  system  as 
well  as  the  ability  to  create 
enough  jobs  for  the  new 
entrants. 

Legislators  claimed  that 
the  government  was  being 

alarmist- 

“If  it  is  unjust  to  deny  one 
person  their  rights,  it  is 
much  worse  to  deny  hun¬ 
dreds  of  thousands  their 
rights,"  said  Margaret  Ng,  a 
local  legislator. 
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other  ministers  is  govern¬ 
ment  lists. 

Mr  Wevers  said  the  Chi¬ 
nese  delegation,  led  by  State 
Economic  and  Trade  Com¬ 
mission  chairman,  Zheng 
Silin.  had  not  “gone  into 
great  detail”  about  the  deci¬ 
sion  to  withdraw  the  seven- 
member  delegation.  A  Chi¬ 
nese  business  delegation  had 
remained  at  the  talks. 

Paradoxically,  the  subject 
of  the  Apec  meeting  was 
Small  and  Medium  Enter¬ 
prises  -  an  area  in  which 
Taiwan  has  undoubted 
expertise  and  is  often  held 
up  as  a  regional  model. 

Nauru 
president 
forced  to 
step  down 

By  Gwen  Robinson 

It  was  the  best  and  worst  of 
weeks  in  the  tiny  Pacific 
island  republic  of  Nauru. 
Just  days  before  the  long- 
waited  entry  to  Common¬ 
wealth  full  membership  by 
Nauru,  whose  wealth  is 
based  on  fossilised  bird  drop¬ 
pings,  its  president  was  top¬ 
pled  in  a  no-confidence  vote. 

As  one  of  the  richest  devel¬ 
oping  countries,  with,  by  far 
the  highest  per  capita 
income  among  Pacific 
islands,  Nauru  has  attracted 
foreign  interest  for  its 
relaxed  tax  regime  and  its 
once-thriving  exports  of 
phosphate  rock. 

But  Bernard  Dowiyogo 
was  dumped  on  Tuesday  and 
Rene  Harris  elected  presi¬ 
dent  by  the  island's  parlia¬ 
ment  by  a  “comfortable 
majority",  a  spokesman  said 
yesterday.  The  political 
upheavals  have  not  derailed 
Nauru's  entry  to  the  Com¬ 
monwealth  on  May  1,  as  the 
53rd  member  of  the  group. 
Nauru  joined  the  Common¬ 
wealth  as  a  special  member 
on  independence  in  1968, 
after  joint  administration  by 
Australia,  the  UK  and  New 
Zealand  under  a  post-first 
world  war  trusteeship.  It  had 
been  a  German  colony. 

Mr  Harris,  a  former  chair¬ 
man  of  the  government's 
Nauru  Phosphate  Corpora¬ 
tion.  is  an  influential  figure 
in  the  island  republic  Phos¬ 
phate  rock,  a  legacy  of  tbou- 
sands  of  years  of  fossilised 
bird  droppings,  has  been  its 
only  export.  Phosphate 
exports  have  provided  Nauru 
with  one  of  the  highest  per 
capita  revenues  in  the  devel¬ 
oping  world.  Gross  domestic 
product  per  capita  Is  around 
AS6.000  (US$3,900)  a  year, 
compared  with  less  than 
AS  1,000  in  the  nearby  Solo¬ 
mon  Islands.  But  Mr  Harris  I 
inherits  some  deep-rooted  ■ 
problems,  including  steady  . 
destruction  of  the  island's  i 
phosphate  resources  by 
indiscriminate  strip-mining.  ’ 
Two  decades  ago,  the  1 
Island  boasted  one  of  the  i 
highest  average  incomes  in  i 
the  world.  But  a  series  of  i 
failed  investments  brought  < 
on  a  cash  crisis,  exacerbated 
by  a  fall  in  phosphate  prices.  1 
The  rapid  depletion  of  phos-  ] 
phate  resources  has  left  the  c 
island  with  few  viable  alter-  i 
native  sources  of  income.  \ 
Mr  Dowiyogo,  then  presi-  i 
dent,  said  his  government  1 
was  developing  a  secondary  i 
mining  process  to  prepare 
for  the  time  when  primary  I 
phosphate  resources  ran  out  r 
The  process  involved  suck-  t 
mg  stalagmite-like  towers  of  1 
coral  out  of  the  ground  to  t 
reach  deeper  phosphate  t 
resources  -  *^ust  like  pulling  [ 
teeth",  he  said  at  the  time.  L 
Mr  Harris,  with  his  phos-  1 
phate  expertise,  may  be  the  r 
man  to  tackle  the  problem. 


James  Kynge  finds  religions  and  martial  arts  groups  are  offering 
alternatives  to  the  supposedly  ail-powerful  Communist  party 


The  middle-aged  woman 
with  a  bag  of  steamed  damp- 
lings  at  her  feet  hardly 
seemed  threatening. 

Shadows  of  sadness  and 
resignation  crossed  her  face 
as  she  explained  how  the 
loss  of  her  job.  the  departure 
of  her  children  from  home 
and  a  bout  of  illness  had  left 
her  with  a  sense  of  hope¬ 
lessness. 

She  had  turned  in  her  dis¬ 
tress  to  the  teachings  of  a 
mystic  cult,  the  Fa  Lem  Da 
Fa  (“Law  Wheel  Big  Way'’), 
and  it  had  become  her 
life. 

“It  teaches  us  that  the  best 
thing  in  life  is  to  be  good  to 
other  people  and  they  will  be 
good  to  you.  Also,  the  exer¬ 
cises  that  we  do  are  great," 
added  the  woman.  Fang  Lin; 
suddenly  animated-  “They 
cure  aD  iBnasses,  even  can¬ 
cer.  If  you  practise  Fa  Lun, 
all  your  health  bills  will  van¬ 
ish." 

To  many  people,  Mrs 
Fang's  story  may  appear  a 
cause  for  pity,  hut  to  China's 
Communist  authorities  It 
illustrates  a  dilemma  of 
Increasingly  critical  impor¬ 
tance.  It  is  not  that  her  expe¬ 
riences  are  rare.  On  the  con¬ 
trary,  the  hoplessness  tbat 
prompted  her  quest  for  spiri¬ 
tual  succour  has  become 
commonplace  in  a  society 
where  the  old  certainties  of 
socialist  welfare  -  the  life¬ 
time  employment  and  the 
ideology  -  are  rapidly 
crumbling. 

This  week  the  ideological 
atrophy  of  China's  Commu¬ 
nist  body  politic  ceased  to  be 
a  matter  primarily  for  social 
scientists,  and  seized  the 
minds  of  Beijing's  top  lead¬ 
ers. 

A  demonstration  by  more 
than  10,000  adherents  of  the 
Falun  cult  around  Zhong- 
nanhai,  the  red- walled  lead¬ 
ership  compound  in  central 
Beijing,  has  thrown  into 
sharp  relief  the  threat  posed 
to  China's  political  system 
by  a  nationwide  proliferation 
of  cults,  secret  societies  and 
proselytising  religions. 

Underground  catholic  and 
protestant  churches  claim 
tens  of  millions  of  believers. 
Martial  arts  groups,  many 
promising  to  impart  super¬ 
natural  abilities,  are  mush¬ 
rooming  all  over  the  coun¬ 
try.  And  In  rural  Shaanxi 
province,  a  former  Commu¬ 
nist  party  cadre  runs  one  of 
many  temples  in  China  dedi¬ 
cated  to  the  worship  of  Mao 
Zedong. 

In  all,  mare  than  one  in  10 


Chinese,  or  more  than  100m 
people  -  double  the  Commu¬ 
nist  party’s  membership  - 
now  practise  some  form  of 
religious  belief,  said  an 
official  from  the  state  coun¬ 
cil’s  religious  affairs 
bureau. 

“Everyone  knows  tbat 
rvwmwnn^cm  is  dying  as  an 
ideology  and  that  other 
beliefs  are  taking  its  place,” 
said  one  professor  of  social 
sciences  at  a  government 
think-tank.  “But  the  problem 
comes  when  the  other  faiths 
begin  to  organise  themselves 


No  organisation  is 
supposed  to  exist 
independently  of 
Communist  party 


into  big.  powerful  groups. 
That  is  what  the  leaders  are 
afraid  of,  and  that  is  what 
happened  with  the  Fa  Lun.” 

The  audacity  of  the  dem¬ 
onstration  last  Sunday  lay 
not  just  in  the  fact  that  thou¬ 
sands  of  people,  many  of 
them  elderly  men  and 
women  from  the  country¬ 
side.  managed  virtually  to 
surround  the  most  heavily 
guarded  compound  in  all 
China  and  stay  there  all  day. 
It  was  also  that  the  Fa  Lun 
felt  confident  enough  to 
demand  official  recognition 
as  a  group. 

No  organisation  in  China 
is  supposed  to  exist  indepen¬ 
dently  of  the  Communist 
party.  Several  registered 
“democratic  parties"  swear 
allegiance  to  China's  leader¬ 
ship.  An  but  a  tiny  handful 
of  registered  “non-govern¬ 
mental  organisations"  are 
affiliated  to  a  government 
body  and  all  sanctioned  reli¬ 
gions  are  classified  as  “patri- 


Citit  leader  Li  Hongzhi:  doom 


otic”,  meaning  that  they 
respect  Communist  authori¬ 
ties  as  the  arbiter  of  their 
actions. 

But  the  size  of  some  sects 
such  as  Fa  Lun,  which 
claims,  unrealisticaDy,  100m 
members  worldwide  and 
probably  has  nearer  15m  in 
China,  shows  that  reality 
has  advanced  far  beyond  the 
boundaries  of  official  edicts. 
The  frenetic  government 
activity  triggered  by  the  Fa 
Lun  protest  shows  just  bow 
serious  China's  top  leader¬ 
ship  is  taking  the  issue. 

Official  sources  said  yes¬ 
terday  that  an  emergency 
meeting  involving  all  of  Chi¬ 
na’s  top  leaders  was  con¬ 
vened  on  Sunday  in  Zhong- 
nanhai  as  the  Fa  Lun 
followers  sat  quietly  on  the 
pavements  outside,  some  in 
meditation  and  some  -  like 
Mrs  Fang  -  eating  dump¬ 
lings. 

Confidential  orders  have 
been  issued  to  the  heads  of 
each  government  work  unit 
to  warn  officials  not  to  join 
or  sympathise  with  such 
demonstrations,  officials 
said  yesterday. 

In  public,  the  reaction  was 
initially  mild  but  grew  sig¬ 
nificantly  tougher  yesterday. 
“This  kind  of  gathering 
affects  public  order  and 
people’s  normal  life  around 
the  headquarters  of  the  Com¬ 
munist  arty  Cental  Commit¬ 
tee  and  the  State  Council 
and  is  completely  wrong." 
the  official  Xinhua  news 
agency  said. 

It  also  warned  that  those 
who  damage  social  stability 
under  the  “pretext  of  practis¬ 
ing  martial  arts  will  be  dealt 
with  in  accordance  with  the 
law-.  The  level  of  official 
concern  is  justified  not  only 
by  the  minute  -  and  secret  - 
planning  that  Fa  Lun  must 
have  engaged  in  to  pull  off 
their  demonstration.  It  is 
also  warranted  by  the  exam¬ 
ples  of  history. 

The  Taiping  rebellion  of 
the  mid-i9tfa  century,  which 
was  led  by  a  man  claiming 
to  be  the  brother  of  Jesus, 
nearly  brought  down  the 
Manchu  dynasty  in  a  war 
that  claimed  millions  of 
lives. 

Fa  Lun  is  resolutely  peace¬ 
ful  in  philosophy  but  its 
leader.  Li  Hongzhi,  who  lives 
in  tbe  US.  claims  to  be  a 
demi-god  more  holy  than 
Jesus.  He  predicts  doom  for 
mankiod  unless  it  corrects 
its  evil  ways  -  which  include 
homosexuality,  rock  and  roll 
and  drugs. 


Exxon  to  quit  talks  on 
Vietnam  oil  exploration 


By  Jonathan  BirctraR  hi  Hanoi 


Exxon,  the  US  energy 
company,  said  yesterday  it 
was  to  withdraw  from  talk* 
with  Vietnam  on  oil  explora¬ 
tion  off  the  country's 
southern  coast,  in  another 
significant  blow  to  Hanoi's 
offshore  hydrocarbon  devel¬ 
opment  plans. 

Exxon  is  the  latest  in  a 
long  line  of  foreign  oil  com¬ 
panies  to  pull  out  of  offshore 
exploration  in  Vietnam,  after 
initial  optimism  about  the 
potential.  Since  1932  tbe 
number  of  foreign  licence 
holders  baa  dropped  from 
more  than  20  to  just  12. 

An  Exxon  official  in 
Hanoi,  citing  commercial 
reasons,  said  the  company 
was  to  withdraw  its  interest 
In  exploring  two  blocks  in 
the  Cuu  Long  Basin  adjacent 
to  the  mouths  of-  the  Mekong 
River,  after  negotiations  last¬ 
ing  more  than  three  years. 
The  company  is  also  closing 
its  office  in  Hanoi 

The  withdrawal  follows 


state-owned  PetroVietnam’s 
decision  to  abandon  tradi¬ 
tional  production  sharing 
contracts  with  the  foreign 
consortia  which  had  earlier 
been  selected  to  develop  the 
two  blocks.  Instead.  Petro- 
Vietnam  has  been  seeking  to 
form  joint  venture  operating 
companies  in  which  it  would 
bold  a  50  per  cent  share  a 
formula  that  has  proved 
deePly  unpopular  with  for¬ 
eign  oil  companies. 

Exxon  is  abandoning  a  30 
per  cent  share  in  Block  16-02 
in  which  Mobil  bolds  the 
remaining  foreign  share  of 
20  per  cent,  and  a  io  per  cent 
share  in  Block  16-01.  in 
which  the  American  inde¬ 
pendents  SOCO  and  OPECO 
hold  30  per  cent  and  lo  per 
cent  respectively. 

PetroVietnam  has  been 
trying  to  negotiate  similar 
deals  for  two  adjacent 
totaJWL  where  R fiE 
Zarubezhneft  is  the  main  for¬ 
eign  partner,  and  09-02  in 
which  Mobil  holds  the 
majority  foreign  stake. 


Industry  sources 
Exxon's  withdrawal,  i 
of  tbe  proposed  merger 
Mobil,  raises  doubts  i 
Mobil's  continued  cor 
ment  to  further  explor 
work  in  Vietnam.  Any 
drawal  by  Mobil  wou] 
symbolic  as  the  com 
pioneered  oil  explor; 
during  the  Vietnam  wa 
was  forced  to  abandon 
is  now  Vietnam's  bit 
field  -  now  known  as 
Ho  7  when  the  coi 
ended  in  1975. 

The  four  oil  blocks 
been  regarded  as  the 
focus  of  PetroVietn 
efforts  to  promote  fin 
offshore  exploration  efft 

The  Cuu  Long  basi 
already  the  site  of  Vietn 
tzain  200.000  bpd  Bacl 
and  Rong  oilfields,  opei 
since  the  1980s  by  the 
Sovpetro  joint  venture 
the  45.000  bpd  Rang  i 

field,  operated  by  a  joint 
Li  vWitb  Mib*bishi 

y  to  began  producing 


By  powering 

the  Net,  we're  bringing  newborn 
companies  into  the  world  every  day.  As  you  may 
have  noticed,  their  stock  prices  are  kicking  and  screaming. 

While  a  baby  might  have  a  mother's  eyes  or  a  fathers  nose, 
over  half  of  the  world's  leading  Internet  businesses  come  into 
this  world  with  a  Sun  Microsystems  brain.  From  online  bookstores 
to  brokerage  firms  to  news  sources  to  portals.  Consider  it  a  matter 
of  good  breeding.  After  all.  75%  of  Internet  backbone  traffic  already 
runs  on  our  Net-based  technologies,  not  to  mention  15  of  the  top  20  ISPs. 
That's  because  we  help  build  e-commerce  solutions  that  work.  Whether 
it's  our  high-performance  systems,  universal  Java"  software  platform, 
or  robust  Solaris"  operating  environment.  Sun  powers  business  in 
the  Network  Economy.  We  even  have  all  the  services  that  help 
keep  your  systems  up  and  running.  In  the  end,  the  most 
compelling  reason  can  easily  be  found  any  day  on 
your  nearest  stock  page.  Perhaps  we  should  be 
passing  out  cigars.  THE  NETWORK  IS 

the  computer: 


We're  the  dot  in  .com: 

Sun 

microsystems 
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BRITAIN 


BMW  INVESTMENT  COMMISSIONER  CONCERNED  OVER  USE  OF  COMPETITION  RULES _ _ 

EU  questions  are  raised  about  Rover  aid 


By  Peter  Herman  In  Brussels 
The  European  Union's 

competition  commissioner 
yesterday  cast  doubt  over 
whether  BMW,  the  German 
car  manufacturer,  properly 
followed  EU  competition 
rules  when  winning  the 
promise  of  UK  state  aid  for 
investment  in  its  Rover  off¬ 
shoot  j 

Karel  Van  Miert's  doubts. 
If  verified,  could  jeopardise 
EU  approval  for  the  aid  and 
threaten  Rover’s  car  factory 
In  central  England  and  up  to 
50,000  jobs  in  the  area. 


He  said  the  commission 
wanted  to  know  whether 
BMW  had  planned  invest¬ 
ment  in  Hungary  as  an  alter¬ 
native  to  its  plant  in 
England  when  it  obtained 
the  promise  of  aid  from  the 
UK  government.  The  aid, 
thought  to  total  about  £150m 
($241. 5ml,  was  crucial  to 
BMW  deciding  to  invest 
fil.Tbn  In  the  English  plant. 

Mr  Van  Miert  explained 
that  aid  rules  for  the  car 
industry  specified  govern¬ 
ment  funds  could  be  given 
only  to  compensate  a  loca¬ 
tion  for  a  disadvantage 


againrf  a  rival  site.  In  the 
Rover  case  there  were 
reports  that  BMW  would 
invest  in  Hungary,  but  the 
commission  bad  since  heard 
from  the  Hungarian  authori¬ 
ties  that  they  had  received 
no  official  proposals.  “There 
seems  to  be  some  doubt,"  he 
said.  “It  is  up  to  BMW  to 
prove  that  they  made  a  firm 
offer  to  Hungary.” 

BMW  should  give  any  evi¬ 
dence  to  the  UK  authorities 
so  they  could  convince  the 
Commission  the  aid  was  jus¬ 
tified. 

hi  March  Joachim  Mllberg. 


BMW  chairman,  said  at 
BMW’s  annual  press  confer¬ 
ence:  “The  longer  the  negoti¬ 
ations  drag  on,  the  greater 
will  become  the  likelihood  of 
a  production  site  outside  of 
Great  Britain.” 

Mr  Van  Miert  disclosed 
yesterday  that  he  had  dis¬ 
cussed  the  issue  with  the  UK 
government  in  London  on 
Monday.  He  hoped  the  UK 
government  would  formally 
notify  the  Commission  about 
its  aid  decision  soon  so  that 
the  Brussels  competition 
authorities  could  move 
quickly  to  study  it.  However. 


he  said  the  case  would  be 
decided  by  the  next  Commis¬ 
sion  rather  than  the  present 
acting  executive. 

Rover  Group  and  BMW 
said  last  night  they  were 
“confident"  the  deal  would 
be  seen  “fully  to  conform 
with  EU  competition  policy". 

The  agreement  with  toe 
UK  government  is  in  princi¬ 
ple  and  final  details  of  toe 
project  are  being  assessed  by 
the  government  and  BMW’s 
board.  The  companies  indi¬ 
cated  last  night  it  would  be 
several  weeks  before  the 
package  was  likely  to  be 


to  the  Commission. 

They  said  their  investiga¬ 
tions  into  a  Hungarian  alter¬ 
native  to  toe  English  invest¬ 
ment  were  sufficiently 
extensive  to  comply  with  EU 
rules. 

It  remained  unclear  last 
night  whether  Mr  Van  Miert 
was  acting  under  his  own. 
initiative  or  responding  to  a 
complaint  from  another 
manufacturer. 

Porsche’s  chairman.  Wen- 
detin  Wiedeking,  said  at  the 
Geneva  motor  show  that' 
Porsche  planned  to  protest 
against  the  aid. 


Thatcher’s  heir  struggles  to  re-brand  the  party 


No-one  can  be  sure 
what  William  Hague, 
the  Conservative 
opposition  leader, 
stands  for,  Robert 
Peston  writes 

William  Hague,  Conser¬ 
vative  leader,  has  re¬ 
branded  his  party  and 
ditched  Its  old  product.  His 
new  policy  framework, 
unveiled  to  boats  of  derision 
from  the  government  and 
groans  of  despair  from  his 
own  backbenchers,  amounts 
to  a  declaration  that  That¬ 
cherism  is  dead 
Mr  Hague  has  dropped  the 
Thatcherite  principle  that 
the  welfare  state  can  be 
remodelled  according  to  free 
market  principles.  But  the 
concept  of  “Hagueism"  - 
what  he  and  his  party  now 
represent  -  remains  elusive. 

The  party,  in  power  for  18 
years  until  ejected  by  Tony 
Blair's  Labour  party  two 
years  ago,  is  redolent  of  a 
once- great  industrial  com¬ 
pany  on  the  brink  of  bank¬ 
ruptcy  and  in  the  process  of 
painful  reconstruction. 

McKinsey  has  been  hired, 
in  the  form  of  two  alumni  of 
the  consulting  firm,  Archie 
Norman,  the  deputy  chair¬ 
man  of  the  party,  and  Mr 
Hague  himself.  They  have 
cut  the  workforce,  central¬ 
ised  management  and  infor¬ 
mation  systems  and  have 
streamlined  the  production 
and  distribution  processes. 

There  is  only  one  remain¬ 
ing  problem,  expressed 
laconically  by  a  senior  mem¬ 
ber  of  the  top  team:  “Nobody 
wants  to  buy  the  product 
that  is  rolling  off  the  produc¬ 
tion  line.”  And  the  Conser¬ 
vatives  recently  bungled 
their  most  important 
product  relaunch. 

The  marketing  calamity 
began  10  days  ago,  when  the 
party’s  central  office  briefed 
a  handful  of  newspapers  that 
Peter  Lilley,  deputy  leader, 
was  on  the  point  of  redefin¬ 
ing  the  party’s  ideology.  The 
Lilley  doctrine  was  that  the 
time  bad  come  to  abandon 
Thatcherism  as  the  main 
Conservative  brand. 

Mr  Lilley  was  to  make  a 
substantial  speech  saying 
there  was  no  place  for  the 
free  market  or  privatisation 
in  the  future  of  the  welfare 
state.  In  particular,  state 
education  and  health  would 
be  “completely  safe”  in  Con¬ 
servative  hands  and  would 


Rise  and  fall:  from  Heath  to  Hague 


Wfftiam  Hague  (left),  Baroness  Thatcher  and  Sir  Edward  Heath  commemorate  the  Conservative  election  victory  of  1979 


C 1974  Conservative  party  led  by  Bftraiti  Heath  defeated  in  national 
elections;  Labour  party  under  Han*!  WBson  takes  over 
G 1978  Winter  of  cfiscontent  Labour  government  wrestles  ineffeduafiy 
with  season  of  stifles  In  pubtic  sendees 
G 1973  Conservatives  ted  by  Rtagset  Thatcher  sweep  back  to  power 
in  national  elections 

9 1983  Thatcher  wins  again,  this  fane  against  Labour  party  led  by 
Michael  Riot 

&  1984-88  Trade  isions  defeated  in  big  iRsputes  in  coalmines  aid  at 
hf>ert  Murdoch’s  new  newspaper  plant  to  Wapping  restrict  of  London 
©  1967  Thatcher's  third  Section  victory,  this  time  with  Nel  Km  nock  as 


Labour  leader.  He  lata:  became  a  European  Commissioner 

•  1990  John  Major  succeeds  Thatcher  as  COnsewative  leader 

•  1992  Conserv^ves  win  national  elections  with  reduced  majority 

•  1994  Tbpy  Bfalr  becomes  Labour  leader 

•  1995  Major  survives  chaSenge  to  Ns  leadership  of  the  party  despite 
btiter  pubBc  tfisputes  about  approach  to  European  Union 

•  1995-96  Conservative  party  dogged  by  "steaK’  afiegaflons  which  lead 
to  raslpiation  of  numerous  irtristers 

•  1997  Conservatives  suffer  crushing  defeat  in  natioretf  elections  aid 
are  left  wHh  no  MPs  to  Scatlaid  or  In  many  of  their  tracfitioial  EngH 
heartlands;  Witiam  Hague  succeeds  Major 


Beleaguered  leader  appeals  to  angry  MPs  for  unity 


William  Hague.  the 
Conservative  leader,  last 
night  told  angry  rightwing 
Conservative  MPs  he  had 
not  turned  his  back  on  the 
legacy  of  Margaret  Thatcher, 
as  he  sought  to  quell  the 
party’s  dispute  over  public 
spending.  George  Parker 
and  Rosemary  Bennett 
write.  Many  MPs  remain 
angered  by  the  way  in  which 
the  party  leadership 
announced  it  believed  the 
vast  majority  of  health,  edu¬ 
cation  and  welfare  spending 
should  continue  to  be  paid 


by  the  taxpayer.  The  dispute 
has  raised  renewed  ques¬ 
tions  about  the  survival 
prospects  of  Mr  Hague,  par¬ 
ticularly  if  the  party  fares 
badly  in  imminent  elections 
in  municipal  authorities  and 
for  the  Scottish  parliament 
and  Welsh  assembly. 

In  a  sign  of  the  serious¬ 
ness  of  the  situation,  Mr 
Hague  made  an  unsched¬ 
uled  appeal  for  unity  at  a 
meeting  of  a  committee  of 
Conservative  MPs.  He  said 
there  was  no  question  of  the 
party  “abandoning  Margaret 


Thatcher”,  and  vowed  the 
party  would  continue  to  turn 
to  the  free  market  for  inspi¬ 
ration. 

Speaking  later  at  a  fund¬ 
raising  party  in  London,  he 
said  the  Conservative  party 
had  already  defeated  the 
so-called  British  “economic 
disease”  and  now  had  to 
address  quaiity  of  life  issues. 
But  senior  Conservative 
admit  that  far  from  reassur¬ 
ing  the  public  that  the  party 
had  changed,  the  dispute 
had  reminded  people  of  its 
recent  reputation  for  feuds. 


continue  to  be  funded 
largely  through  general  taxa¬ 
tion. 

Like  all  the  best  corporate 
rebranding  exercises,  it  was 
founded  on  market  research. 
"What  all  opinion  polls  and 
focus  groups  show  is  that 
the  reason  we  are  unelecta- 
ble  is  that  people  have  no 
confidence  in  our  ability  to 
run  education  and  health.” 
said  a  member  of  Mr  Hague’s 
team.  “They  believe  we  are 
obsessed  with  selling  off 
schools  and  hospitals.” 

In  fact,  it  was  probably 
only  a  clique  of  arch-Thatch- 
erites  who  believe  universal 
state-funded  health  and  edu¬ 


cation  provision  could  be 
privatised  and  replaced  by 
insurance-based  provision. 
But  they  have  always  made 
the  mast  noise  -  and  Labour 
has  delighted  in  publicising 
their  more  radical  views. 

Even  before  Mr  Lilley 
made  his  speech,  he  and  Mr 
Hague  faced  criticism  from 
senior  members  of  the 
shadow  cabinet  who  con¬ 
tinue  to  believe  there  are  pri¬ 
vate  sector  solutions  to  fin¬ 
ancing  and  management 
challenges  faced  by  hospitals 
and  in  pension  provision. 

Mr  Lilley,  therefore, 
redrafted  important  sections 
of  tbe  speech,  to  tone  down 


the  impression  that  private 
finance  was  now  anathema. 
However  the  core  message 
was  retained;  that  Conserva¬ 
tives  had  been  reconverted 
to  the  merits  of  the  welfare 
state. 

And  there  the  story  might 
have  ended,  except  that  Mr 
Hague  had  approved  a  deci¬ 
sion  for  Mr  Lilley  to  give  the 
new  statement  of  post- 
Thatcherite  principle  on  the 
day  the  party’s  grandees  - 
including  Mr  Hague  -  were 
gathering  at  the  London  Hil¬ 
ton  hotel  to  celebrate  the 
20th  anniversary  of  Lady 
Thatcher’s  epoch-changing 
1979  general  election  victory. 


While  she  was  reminiscing 
about  her  achievements,  Mr 
Lilley  was  telling  a  much 
smaller  audience  elsewhere 
In  London  that  schools  and 
hospitals  were  not  amenable 
to  privatisation  as  a  matter 
of  economic  principle. 

“To  be  frank,  she  felt 
snubbed,”  said  one  of  her 
friends.  “It  was  grotesquely 
rude  of  Hague.” 

But  it  was  not  just  her  leg¬ 
acy  that  was  being 
besmirched.  According  to 
this  colleague  of  hers,  she 
still  believed,  again  as  a  mat¬ 
ter  of  principle,  that  “it  was 
not  desirable  to  squander 
the  nation’s  wealth  on  public 
services". 

She  is  not  alone.  A  genera¬ 
tion  of  Conservatives  from 
right  and  left,  many  of 
whom  were  in  government 
in  the  l9S0s  and  early  1990s, 
have  attacked  Mr  Hague  for 
abandoning  principle  in 
favour  of  populism.  Critics 
have  included  Michael  Por¬ 
tillo.  Lady  Thatcher’s  former 
defence  minister,  who  would 
be  a  threat  to  Mr  Hague's 
grip  on  tbe  party  leadership 
if  he  ever  regained  a  seat  in 
parliament 

But  Mr  Hague  is  unrepen¬ 
tant.  “We  have  got  it  up  in 
lights  that  we  care  about  tbe 
welfare  state.”  said  one  of 
his  officials.  “That  is  all  that 
matters." 


Chancellor  upbeat  on  Scots  economy 


By  Andrew  Parker, 

Poflticai  Correspondent 

Gordon  Brown,  chancellor  of 
the  exchequer,  has  insisted 
that  the  new  Scottish  parlia¬ 
ment  will  be  able  to  deliver 
higher  economic  growth  for 
Scotland.  His  assertion  con¬ 
tradicts  recent  academic 
reports  that  questioned 
whether  the  regional  admin¬ 
istration  would  have  any 
beneficial  impact  on  tbe 
Scottish  economy. 

But  Mr  Brown  said  in  a 
Financial  Times  interview 
that  Labour’s  pledge  to  pro¬ 
vide  750,000  places  In  Scot¬ 
tish  further  and  higher  edu¬ 
cation  by  2003  is  “  very- 


important  for  business  and 
for  the  possibility  of  a  higher 
growth  rate  over  time”. 

Labour  will  today  publish 
a  Scottish  business  mani¬ 
festo  that  is  Intended  to 
drive  home  the  party's  mes¬ 
sage  that  Scotland  can  only 
prosper  as  part  of  the  UK. 
The  manifesto  promises  a 
growth  fluid  to  tackle  Scot¬ 
land's  low  rate  of  business 
start-ups.  The  party  also 
pledges  to  create  100.000  new 
businesses  over  tbe  next 
decade. 

Mr  Brown  claimed  that  the 
governing  Labour  party  and 
the  business  community 
were  forging  a  stronger  rela¬ 
tionship.  The  manifesto  out¬ 


lines  a  young  entrepreneurs’ 
forum  made  up  of  successful 
Scots  who  will  act  as  men¬ 
tors  in  schools  and  colleges. 

Mr  Brown  did  not  accept 
that  any  constitutional 
change  upset  business  confi¬ 
dence.  “I  would  not  equate 
stability  with  no  change 
whatsoever.  1  would  equate 
it  with  tbe  right  kind  of 
change.” 

Meanwhile.  Alex  Salmond. 
Scottish  National  party 
leader,  indicated  that  an 
independent  Scotland  would 
seek  to  use  sterling  while  it 
sought  to  join  the  euro.  Cit¬ 
ing  the  Belgimn-Luxem- 
bourg  monetary  union  that 
persisted  until  the  two  coun¬ 


tries  joined  the  euro  in  Janu¬ 
ary,  Mr  Salmond  said  it 
would  be  convenient  for 
Scotland  to  remain  part  of 
the  “sterling  area"  until 
becoming  part  of  the  euro 
zone. 

However,  Mr  Brown  said: 
'There  is  no  sterling  area.” 
He  said  the  Belgium-Luxem- 
bourg  monetary  union  was  a 
voluntary  one,  and  added  of 
the  UK:  “He  fMr  Salmond]  is 
only  speaking  for  one  part  of 
it." 

The  SNP  will  tomorrow 
publish  its  long  awaited  pol¬ 
icy  document  on  indepen¬ 
dence.  As  well  as  insisting 
Scotland  can  meet  the  quali¬ 
fication  criteria  for  joining 


the  euro,  the  document  will 
claim  that  municipal  tax 
bills  will  have  to  rise  by  40 
per  cent,  or  local  authority 
services  be  cut  back,  because 
of  inadequate  central  gov¬ 
ernment  support. 

•  The  government  is  to 
launch  a  TV  campaign 
urging  people  to  vote  in  the 
Welsh  Assembly  election 
amid  growing  fears  of  wide¬ 
spread  apathy  and  low  turn¬ 
out.  Joliet  Jowtt  writes  in 
Cardiff.  The  10-sccond  adver- 
tisments  urging  people  to 
“make  your  mark  on  Wales" 
will  be  screened  throughout 
the  day  from  Saturday  to 
Wednesday,  the  last  day 
before  voting  on  May  6. 


Dutch 
stores 
may  buy 
UK  beef 
again 

By  John  Bterray  Brown 
In  Dublin 

The  first  big  export  sale  of 
UK  beef  in  Europe  since  tbe 
“mad  cow”  ban  could  be 
made  in  the  next  few  weeks. 
Albert  Heljn,  the  Dutch 
supermarkets  company,  is 
expected  to  announce  plans 
today  to  resume  purchases 
from  a  Northern  Ireland 
company. 

Granville  Meats  said  it 
was  close  to  agreeing  an 
export  order  with  the  Dutch 
retailer  In  what  would  be  the 
most  significant  break¬ 
through  for  the  UK  beef 
industry  since  the  ban  was 
imposed  in  March  1996,  fol¬ 
lowing  health  concerns 
about  the  possible  link 
between  BSE.  or  “mad  cow 
disease”,  and  CJD  in 
humans. 

Albert  Heljn.  a  subsidiary 
of  Royal  Ahold,  one  of  the 
world’s  largest  international 
food  retailers,  said  it  would 
issue  a  statement  today.  Tbe 
company,  which  operates  in 
19  countries,  was  tbe  main 
buyer  of  what  It  branded  as 
“greenfield”  beef  from 
Northern  Ireland.  Since  the 
ban.  it  has  relied  on  domes¬ 
tic  Dutch  beef  and  Argentine 
imports. 

Northern  Ireland  relied  on 
export  sales  for  80  per  cent 
of  its  beef  production  before 
the  ban.  It  exported  almost 
half  the  £4 11m  (S661.7m)  of 
finished  beef  mostly  to  Euro¬ 
pean  markets.  Industry 
experts  expect  Albert  Heijn 
will  want  to  test  consumer 
reaction  to  the  plan. 

Granville  Meats  now 
exports  about  9  per  emit  of 
its  total  output  or  less  than 
10  tonnes  a  week,  compared 
with  70  per  cent  of  120 
tonnes  before  the  ban.  All  its 
sales  go  to  the  price  sensi¬ 
tive  wholesale  and  caterers 
markets. 

A  deal  with  a  large  Euro¬ 
pean  retailer  would  be  seen 
as  a  signal  of  restored  con¬ 
sumer  confidence,  at  a  time 
when  most  European  mar¬ 
kets  are  focusing  on  domes¬ 
tic  production.  "A  lot  of  what 
has  happened  since  tbe  ban 
is  that  European  markets 
have  become  very  nationalis¬ 
tic.  riding  behind  tbeir  own 
product  that  will  be  hard  to 
break  down,"  said  a  North¬ 
ern  Ireland  executive. 

Last  May,  the  European 
Union  agreed  a  partial  lifting 
of  tbe  ban.  to  allow  exports 
from  Northern  Ireland  of  cat¬ 
tle  certified  to  be  free  of 
BSE.  Granville  is  the  only 
company  exporting  though  it 
admits  to  making  losses  on 
the  business,  in  part  due  to 
sterling’s  strength. 

Industry  leaders  expect  a 
much  better  response  from 
Northern  Ireland  processors 
if  the  go-ahead  is  given  for 
the  less  restrictive  “date 
based  scheme,"  which  limits 
exports  to  de-boned  meat 
from  cattle  born  after 
August  1  1996,  the  date  when 
potentially  contaminated 
animal  feed  was  removed 
from  farms  and  feed  mills  in 
the  UK 
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COMPANY  LAW 


Code  for  businesses  proposed 

A  code  for  businesses  -  written  and  updated  by  a  new 
regulatory  body  and  backed  up  by  the  courts  -  should  be 
part  of  a  new  rule-setting  regime  for  TOmpanies.  according 
to  a  Jeacfing  corporate  professional  body.  The  Institute  of 
Chartered  Secretaries  and  Administrators  -  which  has 
more  than  20.000  UK  members,  including  company  chair- 
men  and  secretaries  -  today  puts  forward  a  blueprint  to 
aociot  the  government’s  efforts  to  modernise  antiquated 
company  law. 

In  February,  the  company  law  review  steering  group 
published  Its  first  200-page  report  and  asked  for  ideas  on 
how  legislation  could  be  kept  up  to  date.  In  foe  past  the 
law  has  tended  to  become  dated  because  of  lack  of  par¬ 
liamentary  time.  Jim  Kelly,  London 

FREE  TELEPHONE  CALLS 

Siemens  link  to  new  service 

Siemens  looks  likely  to  be  involved  in  foe  first  advertising- 
sponsored  free  telephone  service  in  the  UK.  Freedom,  a 
small,  privately-owned  telephone  company,  said  yesterday 
it  intended  to  launch  the  nationwide  service,  through  which 
customers  are  offered  free  call  time  in  exchange  for  listen¬ 
ing  to  recorded  advertisements,  on  June  1.  Joshua  Sales. 
Freedom  managing  director,  said  the  service  would  have 
the  capacity  to  handle  up  to  2m  customers. 

The  service  will  be  offered  in  conjunction  with  Energis, 
the  pjtftiafly  privatised  telecoms  operator  in  which  the 
National  Grid  has  a  majority  stake  and  Siemens,  foe  Ger¬ 
man  electronics  manufacturer.  Both  Energis  and  Siemens 
are  investors  in  the  new  service.  Yesterday  BT  confirmed 
that  it  Intended  to  test  a  similar  service  to  be  called  BT 
Freetime  in  two  English  districts  in  June.  BT  is  working 
with  foe  Swedish  company  GratisTel,  which  pioneered 
sponsored  calls  in  Sweden.  The  idea  has  been  taken  up  in 
a  number  of  countries  including  Denmark.  Italy,  Norway 
and  the  US.  Alan  Cane,  London 


VODAFONE  AIRTOUCH 

Controversial  HQ  can  be  built 

Vodafone,  the  UK’s  largest  mobile  telephone  group,  yes-  •« 
terday  won  planning  permission  to  build  a  £120m  ($193m) ' 
world  headquarters  for  up  to  3,400  staff  near  Newbury, 
80km  west  of  London.  The  new  building,  which  would  be 
ready  by  late  2001  or  early  2002.  will  be  foe  headquarters 
of  Vodafone  AirTouch.  created  by  Vodafone’s  £38.5bn 
takeover  of  foe  US  carrier,  due  to  be  completed  later  this 
year.  The  planned  headquarters  has  provoked  one  of  foe 
fiercest  controversies  in  foe  English  countryside.  It  is  on 
land  not  allocated  for  development.  Vodafone  has  a  des¬ 
perate  need  to  expand.  Its  3.000  staff  work  in  57  offices  in f 
Newbury,  foe  result  of  rapid  growth  since  it  began  with  50 
employees  in  one  building  in  1982.  Brian  Groom,  London 

MILLENNIUM  LANDMARK 

Work  on  river  bridge  launched 

Construction  of  foe  Millennium  Bridge  across  foe  river 
Thames  in  London,  linking  St  Pauls  Cathedral  on  the  north 
bank  to  the  new  Tate  Museum  of  Modem  Art  on  foe  south 
.  was  launched  yesterday  by  John  Prescott,  the  deputy 
prime  minister.  The  pedestrian  bridge,  which  is  costing 
£15.9m  ($25.6m),  should  be  completed  by  next  April. 

The  Millennium  Bridge  is  the  first  to  cross  the  Thames  in 
central  London  since  the  opening  of  Tower  Bridge  in  1894. 
Its  design  is  a  collaboration  between  the  architect  Sir  Nor¬ 
man  Foster,  foe  sculptor  Sir  Anthony  Caro  and  the  engi¬ 
neer  Chris  Wise  of  Ove  Arup.  The  bridge  will  be  lit  inter¬ 
nally  at  night  to  form  a  “blade  of  light".  The  joint  proposal 
won  an  architectural  competition  for  the  bridge  sponsored 
by  foe  Financial  Times.  Antony  Thomcroft,  London^ 


Sir  Neman  Foster  (teft)  and  John  Pre«iatt  at  the  bridg^U 
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Six  law  firms  to  form  ‘alliance 


By  Jean  Eagtesham, 

Legal  Correspondent 

Cameron  McKenna,  one  of 
tbe  top  10  UK  law  firms,  is  to 
link-up  with  five  continental 
European  firms  to  create  one 
of  the  biggest  European  legal 
services  groups.  The  move, 
which  takes  effect  in  July,  is 
the  latest  sign  of  toe  grow¬ 
ing  pressure  for  law  firms  to 
offer  a  global  service. 

Tbe  size  of  the  new  group, 
with  1.400  lawyers  and  a 
combined  revenue  of  6250m 
($265m),  is  not  enough  to 
propel  it  into  the  premier 
league  of  firms  such  as 
Baker  &  McKenzie  and  Clif¬ 
ford  Chance,  each  of  which 


individually  has  more 
lawyers. 

But  it  will  have  a  strong 
presence  in  Germany,  one  of 
the  most  important  Euro¬ 
pean  markets  -  the  German 
member  of  the  group,  due  to 
be  formed  from  the  merger 
in  July  1999  of  two  existing 
firms,  will  be  one  of  the  top 
five  in  that  country.  Cam¬ 
eron  McKenna  also  claims  to 
have  "unrivalled  coverage" 
in  the  expanding  central  and 
eastern  European  market, 
with  offices  in  Warsaw. 
Budapest  and  Prague. 

The  new  group,  known  as 
CMS,  will  operate  as  an  alli¬ 
ance.  with  some  pooling  of 
funds.  “It  is  part  of  our  over¬ 


all  objective  to  make  it  a  sin¬ 
gle  firm."  said  Richard  Tay¬ 
lor.  the  Cameron  McKenna 
partner  who  will  chair  the 
CMS  executive  committee. 
Peter  Lfinnquist,  a  partner  at 
Tisell  &  Co,  the  Swedish 
member  of  toe  alliance,  who 
is  in  charge  of  co-ordinating 
the  new  group,  said:  “If  I 
cannot  [achieve  a  merger] 
within  three  to  five  years,  I 
do  not  think  I  will  have  done 
a  very  good  job." 

There  are  big  obstacles  to 
achieving  such  a  merger,  not 
the  least  the  fact  that  the 
German  member  would  face 
increased  tax  on  its  profits. 
There  are  also  differences 
between  toe  profitability  of 


the  firms,  which  come  from 
Belgium.  Denmark.  Austria 
and  Sweden,  as  well  as  Ger¬ 
many  and  the  UK. 

Critics  question  whether 
Cameron  McKenna's  ambi¬ 
tion  is  outstripping  its 
resources.  Formed  from  a 
merger  between  two  UK 
firms  in  1997,  its  revenue 
was  virtually  static  in  its 
first  merged  year  of  trading. 
The  profits  generated  by 
each  equity  partner  are.  at 
about  £245.000,  barely  half 
those  of  Linklaters,  which 
last  year  announced  an  alli¬ 
ance  with  four  leading  Euro¬ 
pean  firms. 

Global  brief,  Page  10 


Accountants  lose  fight  over  rules 


By  Jim  Kefly  in  London 

The  government  yesterday 
announced  that  a  new  inde¬ 
pendent  self-regulatory 
regime  for  more  than  200,000 
accountants  would  be  in 
place  by  next  year  having 
resisted  pressure  from  the 
profession  to  trim  the 
powers  of  outsiders. 

Ian  McCartney,  trade  min¬ 
ister.  said  the  blueprint  ful¬ 
filled  the  Labour  govern¬ 
ment's  election  promise  to 
“introduce  a  framework  of 
independent  regulation  for 
the  accountancy  profession" 
after  widespread  criticism  of 
the  present  system. 

The  overseeing  of  accoun¬ 


tants  has  been  an  issue  for 
more  than  half  a  decade  fol¬ 
lowing  a  string  of  audit  fail¬ 
ures  in  tbe  early  1990s. 

“I  think  it  is  a  very  impor¬ 
tant  day  for  toe  profession  - 
all  the  six  professional  bod¬ 
ies  have  worked  together; 
there  has  been  a  reasonable 
meeting  of  minds  with  the 
minister  which  required 
movement  on  both  sides." 
said  Chris  Swfnson.  presi¬ 
dent  of  the  English  Institute 
of  Chartered  Accountants. 

The  government  published 
proposals  at  the  end  of  last 
year  based  on  plans  from  the 
six  professional  accountancy 
bodies  under  the  leadership 
of  Mr  Swinson. 


But  the  profession's  pro¬ 
posals  were  made  tougher  by 
Mr  McCartney  -  specifically 
by  gi  ring  60  per  cent  of  seats 
on  the  key  bodies  to  “lay” 
members.  The  profession 
lobbied  hard  to  swing  the 
proposals  back  to  50-50.’ 

"At  least  60  per  cent  of  the 
membership  of  these  new 
bodies  will  represent  con¬ 
sumers  and  users  or  accoun¬ 
tancy  services,"  Mr 
McCartney  said  yesterday 
But  "fine  details"  remained 
and  accountancy  qualifica¬ 
tions  might  not  be  a  bar  to 
lay  membership. 

Fears  in  the  profession 
that  60  per  cent  lay  member¬ 
ship  might  be  mobilised  to 


control  the  new  structure 
appear  to  have  been  allayed. 
The  emphasis  is  now  on 
raiding  lay  members  from  a 
oroad  spectrum. 

Some  sections  of  the  pro¬ 
fession  also  lobbied  to  leave 
setting  of  ethical  stan¬ 
dards  with  the  professional 
bodies.  Others  wanted  ethics 
split  -  with  auditing  ethics 

under  the  Auditing 
Practices  Board. 

minister  rejected 

^nSL°Vertures  Md  there 

wra  be  concern  that  the  six 
bodies  may  have  lost  what 

33  a  sisnificant 
role  of  any  professional 

£f^tl0n  "  toe  right  to 
set  ethical  standards. 
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Gilt  auction  undersells  for 
first  time  since  1995 

Office,  which  handles  government  sales 
of  £500m  fSBOSm)  of  Mex-Unted 

when  fafetionte  falling  and  expected  to  continue 
thfe  type  of  bond  wanes.  One 
reason  behind  foe  disappointment  was  the  sale  yesterday 
of  a  30-year  £600m  bond  by  British  Tetect^unicatoB. 
whfch  attracted  investors  who  would  nonri^ybuygSts. 
There  was  some  switching  out  of  index-linked  aid  into  _ 
the  BT  Issue,”  said  foe  DMO.  Analysts  sad  foe  price  of  the 
^-tinted  bonds  were  also  high  ndjnmm  were 
unwilling  to  commit  themselves  to  a  bond  «fo«hthey 
thought  was  overvalued.  Khozem  Merchant,  London 
Capital  Markets,  Page  24 
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THE  ARTS 


CINEMA 


Dragged  into 
the  realms  of 
higher  kitsch 

Martin  Hoyle  is  left  longing  for  the  honest  thrills 
j  your  average  slasher-cum-paranomnal  schlocker 

Qntavi  *  r-  >  Ahm  itU;_  L  _ A.  __  I_ 
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IN  DREAMS 

Neil  Jordan 


eXistenZ 

David  Cronenberg 


AT  FIRST  SIGHT 

Irwin  Winkler 


SOLOMON  AND  GAENOR 

Paul  Morrison 

THE  HONEST  COURTESAN 

Marshal  Herskovitz 

THE  WATERBOY . 

Frank  Corad 


Neil  Jordan  has  always  shown  a 
penchant  for  the  higher  kitsch.  A 
streak  of  picturesquely-repressed 
hysteria  and  the  occasional  dash 
of  Celtic  fterie  are  usually  kept 
under  control;  but  In  Dreams 
gives  the  game  away.  Allowed  its 
bead,  this  complacently  cliche- 
clogged  tosh  reveals  nothing  but 
stale  ideas  served  up  with  linger, 
ingly  exquisite  self-consciousness 
that  leaves  one  longing  for  the 
honest  thrills  of  your  average 
slasher-cum-paranormal  shlocker. 

Nothing  surpasses  the  film's 
haunting  opening,  when  divers 
search  a  reservoir-flooded  town, 
floating  through  its  church, 
school  and  still-furnished  bouses. 
The  child  they  seek  is  eventually 
found  murdered.  Meanwhile, 
reluctant  psychic  Annette  Bening 
has  her  dreams  invaded  by  tanta¬ 
lising  glimpses  of  the  murderer 
and  his  whereabouts.  Sure 
enough,  her  own  daughter  is  the 
next  victim;  and  the  conviction 
grows  that  the  killer  knows  her, 
can  penetrate  her  mind,  and  is 
challenging  her  to  find  him. 

This  is  the  old  psycho-enters- 
your-head/sleep/eyes  plot  (or  you 


enter  hisl.  Once  this  is  estab¬ 
lished,  the  all  too  predictable 
going  is  agonisingly  slow.  There 
are  echoes  of  everything  from 
Psycho  (yes,  Robert  Downey  goes 
whooping  over  the  top  as  his  own 
mother;  and  no,  this  is  giving 
nothing  away  -  the  weary  audi¬ 
ence  is  half  an  hour  ahead  of  the 
film)  to  The  Eyes  of  Laura  Mars . 
Selling's  all-screaming,  all-flailing 
performance  maintains  an  admi¬ 
rable  level  of  intensity  but  makes 
the  surrounding  plod  faintly  risi¬ 
ble.  as  when  she  effortlessly 
springs  from  an  asylum  window 
and  causes  a  motorway  pUe-up  in 
search  of  lier  dog.  The  lifeless  sup¬ 
porting  cast  is  led  by  numbingly 
un  charismatic  Aldan  Quinn 
sounding  half  asleep  as  her  hus¬ 
band,  an  airline  pilot  whose  pres¬ 
ence  at  the  controls  would  send 
me  down  the  emergency  chute 
faster  than  a  courtesy  cocktail-  He 
finally  becomes  a  running  buffet 
for  the  missing  pooch,  lone  survi¬ 
vor  of  this  singularly  expendable 
family. 

The  psycho  survives  too,  last 
seen  screeching  at  guilt-induced 
visions  in  the  jail  to  which  he  has 
been  consigned  “until  the  state  of 
Massachusetts  deems  it  safe  for 
you  to  walk  our  streets  again"  - 
the  go-ahead  for  a  sequel  if  ever  I 
heard  one.  "1  can  live  with  that," 
the  utter  nutter  mutters.  I  am  not 
sure  that  I  cap. 

★ 

Garnishing  the  nerdy  with  irony 
makes  it  no  less  nerdy.  On  the 
strength  of  eXistenZ  David  Cro¬ 
nenberg  should  be  the  director 
voted  Most  In  Need  to  Get  Out 
More.  This  nightmarish  jumble  is 
sparked  off  by  the  launch  of  a  new 
virtual  reality  adventure,  some 
time  in.  the  future  when  the 
designers  of  such  games  are  soci¬ 
ety's  idols.  Fleeing  an  assasslna- 
tion  attempt  game-inventor  Alle- 
gra  and  junior  company  employee 
Ted  Ffknl  (sic)  plunge  into  a  vir¬ 
tual  adventure  of  Ahce-like  lncon- 
sequen  tiality-cum-ten  uoits  logic. 


D4J&  we  Robert  Downey  goes  whooping  over  the  top  as  Ns  own  mother  In  Nafl  Jordan's  'In  Dreams' 


The  physical  details  are  all  in 
what  might  be  termed  a  bio-tech- 
no-gunge  rhapsody.  Players  gain 
access  to  the  game  by  having  con¬ 
trol  pods  plugged  into  sockets  tn 
their  spine.  The  film  is  alive  with 
the  sound  of  squelch,  slurp  and 
slap  and  lan  Holm  talking  Hun¬ 
garian.  The  screen  quivers  with 
glistening  slime,  gore  and  the 
macheted  pieces  of  mutated  life- 
forms.  The  thought  soon  strikes 
the  spectator  that  none  of  thfa 
matters  very  much  precisely 
because  the  story  represents  a 
game  and  there  are  no  laws  to  be 
flouted  since  all  can  change  at  the 
press  of  a  button  (in  this  case  a 
nipple).  It  is  even  possible  for  the 
players,  though  not  alas  the  audi¬ 
ence,  to  have  a  breather  back  in 
the  real  world. 

In  the  absence  of  tension,  the 
element  of  tongue-in-cheek  is 
detectable  after  50  minutes, 
thanks  mainly  to  Jude  Law’s 
wide-eyed,  winsome  wonderment. 


He  is  not  helped  by  Jennifer  Jason 
Leigh,  an  actress  whose  perfor¬ 
mance  fails  to  distinguish 
between  dead-pan  and  merely 
dead.  After  80  minutes  a  certain 
tension  Is  established  when  it 
belatedly  occurs  to  the  main  char¬ 
acters  that  they  may  be  cut  off 
from  reality  and  trapped  in  the 
game.  A  twist  ending  porks  the 
whole  thing  up,  but  not  enough  to 
stop  one  wondering  why  the  film 
could  not  have  ended  at  any  point 
in  the  preceding  90  minutes;  or 
indeed  why  it  ever  started. 

* 

Compared  with  these  pretentious 
glossies,  two  embattled  lave  sto¬ 
ries  stand  out  by  their  emotional 
straightforwardness.  The  happy 
ending  comes  wiLh  At  First  Sight* 
directed  by  Irwin  Winkler  from  a 
true  story  by  Oliver  Sacks,  the 
neurologist  whose  writings  have 
inspired  the  film  Awakenings, 
Harold  Pinter’s  A  Kind  of  Alaska 
and  Michael  Nyman's  opera  The 


Man  who  Mistook  His  Wife  for  a 
Hat. 

At  First  Sight  begins  fascinat¬ 
ingly  as  the  study  of  a  life-long 
blind  man.  sight  restored  by  an 
operation,  who  has  to  came  to 
visual  terms  with  a  world  for 
which  he  has  only  tactile  and 
aural  reference.  Space,  perspec¬ 
tive  and  colour  present  obvious 
puzzles;  identifying  even  those 
things  he  had  been  familiar  with 
in  his  actively  self-sufficient  sight¬ 
lessness.  From  a  dog  to  a  cheese- 
grater,  he  must  relearn  the  physi¬ 
cal  world  like  a  baby. 

The  film  is  also  a  tear-jerking 
love  story,  and  might  have  been 
better  without  the  romantic  ele¬ 
ment  It  works,  just,  thanks  to 
intelligent  direction  and  notably 
sympathetic  playing:  from  Kelly 
McGillis,  as  the  blind  man's  pro¬ 
tective  sister,  Mira  Sorvino's  not 
quite  pretty  neurotic  ordinariness 
as  the  business  woman  who  Calls 
for  the  young  man,  and  Val  Kil¬ 


mer.  beautifully  accurate  in  the 
movements  of  the  unsighted  - 
and  clumsier,  more  ungainly, 
when  he  has  regained  his  vision, 
an  alien  in  a  new  world. 

★ 

In  1911  there  was  anti-Jewisfa  vio¬ 
lence  in  south  Wales.  Solomon 
and  Gaenor  is  a  lyrical,  carefully¬ 
paced  and  often  very  beautiful 
evocation  of  doomed  love  during 
those  times.  Documentary-maker 
Paul  Morrison's  first  feature  is 
astonishingly  assured  and 
deserves  its  best  film  award  at 
Verona.  Visually  there  is  a  scru¬ 
pulous  period  feel;  and  the  lead! 
performances  from  Nia  Roberts,  | 
the  mining  community  Juliet,  and  j 
loan  Gruffndd,  the  Jewish  Romeo,  I 
are  sensitively  judged.  The  latter  j 
especially  is  no  heart-throb  flash  I 
in  the  television  pan  (Homblower,  i 
GTeor  Expectations)  but  a  genuine 
filmic  talent;  one  of  those  faces 
whom  the  camera  loves. 

If  the  camera  loves  Gruffudd's  | 
face  it  merely  flashes  from  a  dirty 
mac  at  poor  Catherine  McCor-| 
mack's  In  The  Honest  Courtesan. 
With  her  square  jawed,  faintly  I 
beefy,  essentially  20th-century  fea¬ 
tures  (not  to  mention  Edward  j 
Heath  diphthongs),  McCormack  is 
nobody's  idea  of  a  Renaissance  I 
Venetian.  Nor,  it  must  be  raid,  a , 
poet.  The  historical  Veronica. 
Franco's  writings  provided  a  treat , 
for  students  of  Italian  literature  in 
my  student  days:  a  high-class 
prostitute  who  numbered  famous 
artists  and  visiting  potentates 
among  her  clients,  she  was  a  con¬ 
siderable  bard  whose  sexual  meta¬ 
phors  confirm  that  she  enjoyed 
her  work  and  was  good  at  it.  Mar- 1 
shall  Herskovitz's  comically  cack- 
handed  film  actually  quotes 
ana chro rustically  -  John  Donne 
but  is  otherwise  short  on  finesse;  i 
though  our  heroine's  dimpled  abil¬ 
ity  to  get  the  king  of  France  to1 
cough  up  naval  military  aid  sug¬ 
gests  a  biological  variant  oo  the  i 
"face  that  launched  a  thousand 
ships"  line.  This  is  a  cheerful  com¬ 
panion  to  Lana  Turner’s  Diane  de  i 
Poitiers  swaying  through 1 
chateaux  on  the  Loire,  to  Martine 
Carol’s  Lucrezia  Borgia  taking  a 
hot  bath  in  a  barrel,  and  may  be ! 
similarly  confined  to  the  archives 
of  historical  cine-lunacy.  I 

The  Walerboy,  a  smash  hit  in. 
America,  may  be  unintelligible  to  i 
Britons.  It  tefls  of  a  geeky  worm , 
turning  in  the  world  of  college 
football  The  geek  is  played  by 
Adam  Sandler  with  a  lisp,  stam¬ 
mer.  squeaky  voice  and  jaw-jut- 1 
ting  grimace,  who  for  articulate 
comic  intelligence  makes  Jerry1 
Lewis  look  like  Stephen  Fry.  But 
then  the  film,  complete  with  a  I 
miscast  Kathy  Bates  barbecueing 
alligators,  makes  Police  Academy 
S  look  like  An  Ideal  Husband. 


Driven  mad  by  symbolic  status 


THEATRE 

SARAH  HEMIMIMiB 

Plenty 

AHwry  Theatre,  London  WC2 


A  magnetic  and  fevered  performance: 
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ABERDEEN 

DANCE 

His  Majesty’s  Theatre 

Tel:  44-1224-641  122 
Scottish  Ballet:  double  bill  of 
BoumonvUle’s  “La  Sylphide’’  and 
Robert  North's  new  work  "Light 
Fandango”;  Apr  30;  May  1 

AMSTERDAM 

DANCE 

Hot  Muziekth  eater 
Tel:  31-20-551  8911 
La  La  La  Human  Steps  the 
Canadian  dance  company  In 
“Salt";  Apr  20 

EXHIBITION 
Stedettfk  Museum 

Tel:  31-20-5732911 

www.stedetijk.nl 

David  Safie:  major  survey  of  the 

New  York-based  contemporary 
artist,  comprising  around  40 
canvasses  end  featuring  the 
muttimedia  diptychs^nd 

tnptychs  that  made  his  name  m 
the  1980s;  to  Jun  13 

OPERA  _ 

Netherlands  Opera,  Hex 


Cate  Blanchett 


David  Hare  himself  has  described 
Plenty,  written  in  1977.  as  a  young 
man's  play,  and  so  it  comes  over 
in  this  revival,  with  all  the  quali¬ 
ties  and  flaws  that  that  implies.  It 
is  clearly  written  from  the  heart, 
it  is  passionate,  ironic  and  won¬ 
derful  in  its  axnbitjousness;  it  also 
contains  some  heavily  portentous 
lines  and  a  couple  of  clunkily 
unbelievable  scenes. 

Hare  seeks  to  frame  the  collapse 
of  postwar  ideals  in  the  personal 
disintegration  of  one  woman,  the 
upper  -mi  ddle-class  Susan  -  given 
a  magnetic  and  fevered  perfor¬ 
mance  by  Cate  Blanchett  -  who 
worked  for  the  Resistance  during 
the  war  and  can  never  settle  after¬ 
wards  to  a  life  of  compromise. 

Hare  takes  his  courageous,  vul¬ 
nerable  heroine  and,  almost  like  a 
scientific  experiment,  places  her 
m*  among  the  postwar  British  and 


watches  what  happens.  Through  a 
series  of  snapshot  scenes  from 
1943  to  1962.  we  see  her  driven 
progressively  closer  to  madness 
by  the  hypocritical  diplomatic  cir¬ 
cles  she  inhabits. 

This  episodic  structure  could  be 
a  drawback,  but  Jonathan  Kent's 
exquisitely  mounted  production 
makes  a  virtue  of  it  Maria  Bjfim- 
soo’s  set  uses  sliding  walls  that 


There  are  crucial  problems, 
though,  to  both  the  character  and 
Blanchett ’s  performance.  Susan  is 
an  outsider,  a  member  of  that 
honourable  list  that  includes 
Hamlet  and  Hedda  Gabler.  But 
because  of  the  structure  of  the 
play  we  nearly  always  see  her  in  a 
state  of  extremis.  Indeed,  Susan’s 
symbolic  status  is  so  pronounced 
that  sbe  strikes  me  as  an  idea 


Hare  seeks  to  frame  the  collapse  of  postwar 
ideals  in  the  disintegration  of  one  woman 


open  and  dose  like  a  camera  shut¬ 
ter  to  reveal  beautifully  realised 
interiors. 

Cate  Blanchett,  as  Susan,  is  riv¬ 
eting  to  watch.  Blanchett  has  a 
magnetic,  graceful  stage  presence. 
She  looks  fantastic,  particularly 
in  the  1940s  suits,  with  her  chis¬ 
elled  cheekbones  and  coltish 
limbs,  and  although  she  sounds 
impeccably  English,  there  is  also 
a  foreign  ess  about  her  which  suits 
the  character  well. 


more  than  a  believable,  breathing 
person. 

Blanchett's  bold  response  to 
this  is  to  play  her  In  a  state  of 
permanent  hysteria.  Her  perfor¬ 
mance  is  so  raw  she  might  have 
ripped  off  a  layer  of  skin,  and 
when  her  rage  about  Suez  boils 
over  she  is  -  rightly  -  unbearable 
to  watch.  The  trouble  is  that  she 
starts  in  this  vein  early  rather 
than  progressing  into  it.  so  that 
she  is  soon  over-the-top  and  has 


nowhere  else  to  go.  She  might 
have  introduced  more  sympathy 
to  the  character  by  sometimes 
playing  her  rage  quietly. 

Ironically,  Hare's  portrayal  of 
the  surrounding  characters  is 
more  believable.  There  is  Susan’s 
long-suffering,  mediocre  diplo-i 
matic  husband,  (the  excellent 
Julian  Wadbam),  and  her  Bohe¬ 
mian  Mend  Alice,  who  muddles' 
through  stoically  (wonderfully 
played  by  Debra  Glllett).  The  cir¬ 
cumspect  ambassador  who  crum¬ 
ples  after  Suez  is  wittily  drawn 
and  superbly  played  by  Richard 
Johnson,  and  the  contortions  of 
diplomatic  discussion  are  splen¬ 
didly  delivered.  The  excruciating 
dinner  party  at  the  time  of  the 
Suez  ddb&cle  reveals  Hare  at  bis 
blistering  best;  the  hamflsted 
reunion  scene  between  Susan  and 
a  fellow  Resistance  worker  at  his 
clumsiest.  And  so  it  goes  with  this 
play,  which  is  by  turns  brilliant 
and  blunt,  but  always  wrestles, 
gallantly,  like  its  heroine,  with 
what  it  means  to  be  English. 


Sponsored  by  AT&T 


MUSIC  STRAUSS 

Ariadne: 
the  real 
thing 

Richard  Hickox  and  his  City 
of  London  Sinfonla  have 
been  marking  the  50th  anni¬ 
versary  of  Richard  Strauss’s 
death  with  a  delightfully 
off-the-wall  series.  It  began 
two  weeks  ago  with  a  rare 
revival  of  Strauss’s  re-write 
of  Mozart's  Idomeneo;  then 
they  went  on  to  programme 
the  Metamorphosen  with 
Beethoven's  “Erolca".  which 
inspired  it,  and  -  because  of 
the  title  -  Haydn’s  cantata 
Ariartna  a  Naxos  too. 

This  week  they  concluded 
with  the  pristine,  un -bastar¬ 
dised  music  of  Strauss’s  bas¬ 
tardised  entertainment 
Ariadne  auf  Naxos,  which  he 
and  Hofmannsthal  devised 
as  a  thank-you  for  producer 
Max  Reinhardt  after  he’d 
rescued  the  premiere  of 
Rosenkaoalier.  Hof¬ 
mannsthal  shortened 
Molifere’s  Le  bourgeois  gentit- 
homme  so  that  he  and 
Strauss  could  add  their  own 
witty  Ariadne  squib  on 
“opera  seria”  v.  “commedia 
dell 'arte",  and  titivate  the 
spoken  acts  with  mock- 
Baroque  songs  and  dances. 

The  result,  as  the  Edin- 
bnrgh  Festival  reminded  ns 
in  1997,  was  an  extrava¬ 
gantly  rich  show,  though 
awkwardly  long  -  and 
expensive  to  stage  with  two 
separate  troupes,  actors  and 
singers.  Its  authors  soon 
decided  to  re-do  it  as  a 
straight  two-act  opera,  and 
in  that  more  practicable 
form  it  has  held  the  boards 
ever  since.  Yet  some  of  ns 
think  that  the  first,  imprac¬ 
tical  draft  is  still  the  real 
thing,  despite  the  attrac¬ 
tions  of  the  new  first  act 

Hickox’s  concert-version 
at  the  Barbican  bad  Nigel 
Doaglas  as  M.  Jo  ordain,  the 
overweening  gentilhomme, 
narrate  all  the  pre-* Ariadne 
1"  action.  Be  dmup*  Jonr- 
dain’s  invincible  innocence 
into  something  arch  and 
cl  ass- con  scions.  That  first 
half  missed  fire,  because  the 
little  dances  want  a  tonch  of 
sly  mischief  that  Hickox 
didn't  give  them. 

.  When  we  reached  the 
“opera”,  however,  Hickox 
and  his  cast  came  up 
trumps.  Christine  Brewer 
sang  a  grand,  dignified 
Ariadne,  and  Adrian  Thomp¬ 
son  made  a  fresh,  youthful 
Bacchus  ~  not  the  custom¬ 
ary  bellowing  tenor.  Cyndfa 
Sieden’s  lovely  soprano 
coped  nobly  with  Zerbinet- 
ta's  original  coloratura 
scena.  even  longer  and 
higher  than  the  more  famil¬ 
iar  version,  though  her  pore 
sound  missed  Zerbinetta’s 
sexy  knowings  ess. 

The  quartet  of  comedians 
was  fine,  notably  Roderick 
Williams’  Harlekin  and 
Richard  Coxon's  RrigfaeUa. 
In  the  circumstances  it  was 
natural  that  they  should  try 
a  bit  of  miming  and  danc¬ 
ing,  but  it  was  too  half¬ 
hearted  to  work.  A  lustier 
piano  in  the  orchestra 
would  have  helped.  Musi¬ 
cally,  nevertheless, 
“Ariadne  F  made  its  points; 
and  what  a  relief  to  have  the 
wry  original  ending  (back  to 
M.  Jourdain,  wondering 
where  his  guests  have  gone) 
instead  of  heroic  caterwaul¬ 
ing! 


David  Murray 


Mudefcfheater 
Tel:  31-20-551  8911 
OteHo:  by  Verdi.  Conducted  by 
Carlo  Rizzi  in  a  staging  by  Klaus 
Michael  Grflber.  with  a  cast  led 
by  Vladimir  Bogachov;  May  1 

BALTIMORE 

OPERA 

Baltimore  Opera  Company, 
Lyric  Opera  House 
Tel:  7-470-625  7600 
www.beltimoreopma.com 
Andrea  Chenier,  by  Giordano. 
Conducted  by  Marco  AmtMato  in 
a  staging  by  Bernard  Uzan;  Apr 
30;  May  2  ______ 

BEIJING 

DANCE 

Exhibition  Centre  Theatre 

•  The  Royal  Bafefc  the  British 
company  presents  a  Gala 
Programme,  with  the  Orchestra 
of  the  National  Baflet  of  China 
conducted  by  Andrea  Quinn; 
Apr.29 

•  The  Royal  BaBet  Romeo  and 
Juliet,  In  Kenneth  MacMillan’s 
staging  with  designs  by  Nicholas 
Georgiadb.  With  the  Orchestra  of 
the  National  Ballet  of  China 
conducted  by  Andrea  Quinn;  Apr 
30;  May  1, 2 

BERLIN 

DANCE 

Deutsche  Oper 
Tel:  49-30-34384-01 
A  Midsummer  Night's  Dream: 
new  staging  by  Heinz  SpoerH, 
conducted  by  Arturo  Tamayo. 
With  sets  by  Hans  Schavemoch 
and  costumes  by  Keso  Dekker; 


OPERA 

Deutsche  Oper 
Tel:  49-30-34334-01 
Der  FBegende  Hollander,  by 
Wagner.  Staging  by  Gfltz 
Friedrich  conducted  by  Christian 
Thielemann;  May  2 

CLEVELAND 

EXHIBITION 

Cleveland  Museum  of  Art 
Tel:  1-216-421  7340 
www.demusartcom 
Diego  Rivera:  Art  and  Revolution. 
Major  retrospective  of  the  Latin 
American  painter  and  muralist 
pioneer,  indudes  public  and 
private  loans;  to  May  2 

COLOGNE 

OPERA 

Oper  der  Stadt 
Teh  49-221-221  8240 
Die  Vdgel:  first  modem  staging 
for  Walter  Braunfels's  open. 
Premiered  In  1920,  it  was  banned 
by  the  Nazis  and  largely 
forgotten  until  a  recent  recording. 
This  production  is  conducted  by 
Bruno  Weill  and  staged  by 
David  Mouchtar-Samorai; 

May  3 

EDINBURGH 

EXHIBmON 

Royal  Scottish  Academy 
Tel:  44-131-624  6200 
173rd  Annua]  Exhibition:  painting, 
sculpture  and  architecture, 
including  works  by  three 
Academicians  who  died  in  1996 
-  Alberto  Morrocco,  David 


McClure  and  James  Mdntosh 
Patrick:  to  Jul  11 

FLORENCE 

OPERA 

Teafro  Comunale 
Tek  39-055-211158 
w ww.maggiofiomntino.com 
The  Queen  of  Spades:  by 
Tchaikovsky.  Conducted  by 
Semyon  Bychkov  In  a  staging  by 
Lev  Dodfn;  Apr  29 

FORT  WORTH 

EXHIBITION 
Kimbefl  Art  Museum 
Tel:  1 -617-3328451 

www.  kimbettart  org 
Matisse  and  Picasso:  A  Gentle 
Rivalry.  More  than  100  paintings, 
sculptures  and  drawings  on  loan 
from  coflectiorts  around  the  world 
make  up  this  first-ever  exhibition 
devoted  to  the  relationship 
between  the  two  great 
modernists;  to  May  2 

LAUSANNE 

OPERA 

OpGra  de  Lautsarme,  TMdfere 
Municipal 
Tek  41-21-310  1600 
The  Rake's  Progress:  by 
Stravinsky.  New  production. 
Andrg  Engel  directs  a  staging  by 
Dominique  Meyer,  conducted  by 
Jonathan  Darlington;  May  2 

LONDON 

CONCERTS 

Barbtean  HaB 

Tel:  44-171-638  8891 

London  Symphony  Orchestra: 


conducted  by  Mstislav 
Rostropovich  In  works  by 
Tchaikovsky,  Prokofiev  and 
Shchedrin,  with  violin  soloist 
Maxim  Vengerov;  Apr  29 

Royal  Festival  Hall 
Tel:  44-171-960  4242 
BBC  Symphony  Orchestra: 
conducted  by  Martyr  B rabbins  in 
works  by  Ad£s,  Maxwell  Davies, 
and  Birtwistle;  Apr  29 

OPERA 

English  National  Opera, 

London  Coliseum 
Tel:  44-171-632  8300 

•  Mefistofele:  by  Boito. 
Conducted  by  Oliver  von 
Dohndnyi  in  a  new  staging  by  lan 
Judge;  Apr  29 

•  Semefe:  by  Handel  Rosemary 
Joshua  sings  the  title  rote  in 
Robert  Careen's  staging; 

Apr  30 

Sadler's  Wells 

Tel:  44-171-663  6000 
The  Royal  Opera:  Paul  Banyan, 
by  Benjamin  Britten.  Staging  by 
Francesca  Zambeno,  conducted 
by  Richard  Hickox;  Apr  29,  30; 
May  1 

MUNICH 

CONCERT 

Phtlharmonie  Gasteig 
Tel:  49-89-5481  8181 
Munich  Phifirarmonic  Orchestra: 
conducted  by  Gerd  Albrecht  in 
works  by  Sibelius  and  Allan 
Pettersson:  Apr  30 

NAPLES 

OPERA 


Teatrodi  San  Carlo 
Tek  39-081-797  2331 
II  Barbiere  di  Srviglia:  by  Rossini. 
Gabriele  Ferro  conducts  a 
staging  by  Filippo  CriveHi,  with  a 
cast  led  by  Leo  Nucd;  Apr  30; 
May  2 

PARIS 

OPERA 

Op£ra  National  de  Paris,  Op4ra 
BastiHe 

Tek  33-1-4473  1300 
www.apera-de-paris.fr 

•  Lohengrin:  by  Wagner. 
Conducted  by  Mark  Elder  m  a 
staging  by  Robert  Careen,  with 
designs  by  Paul  Steinberg;  Apr 
29;  May  2 

•  Wozzeck:  by  Berg.  Conducted 
by  Jeffrey  Tate  In  a  new  staging 
by  Pierre  Strossen  May  3 

Opera  National  de  Paris,  Palais 
Gamier 

Tel:  33-1-4343  9696 
www.opera-de-paris.fr 
Plafae:  by  Jean- Philippe 
Rameau.  Conducted  by  Mere 
Minkowski  in  a  staging  by 
Laurent  PBfly:  Apr  29,  30; 

May  2, 3 

ROME 

EXHIBITION 

Palazzo  dalle  Espoaudoni 

Tel:  39-06-474  5903 
Algardi:  The  Other  Face  of  the 
Baroque.  First  major  exhibition 
devoted  to  Bernini's  great  rival; 
to  Apr  30 

VIENNA 

CONCERT 


Konzerthaus 
Tel:  43-1-5870  5 040 
Vienna  Radio  Symphony 
Orchestra:  conducted  by  Ulf 
Schlrmer  fn  a  concert 
performance  of  J.  Strauss’s  Der 
Lustige  Krieg;  Apr  29 

EXHIBITION 
KurtstHausWien 
Tel:  43-1-712  0495 

Jean- Michel  Basquiat;  Paintings 
and  Works  on  Paper.  100  works 
cxi  loan  from  the  Mugrabi 
Collection  make  up  the  first  show 
in  Austria  devoted  to  the 
biack-hispanic  US  artist;  to 
May  2 

TV  AND  RADIO 

•  WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kH2  (483m) 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

•  CNN  International 
Monday  to  Friday,  GMT: 

OGJKk  Moneytine  with  Lou  Dobbs 
1330:  Business  Asia 
19.30:  World  Business  Today 
22.00:  World  Business  Today 
Update 

•  Buaness/Market  Reports: 
05:07;  06:07;  07:07;  08-20;  09:20; 
1fc20;  1150;  1132;  12:20;  1320; 
1420. 

At  08:20  Tanya  Beckett  of  FI  IV 
reports  live  from  UFFE  as  the 
London  market  opens. 
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SAMUEL  BRITTAN 

ECONOMIC  VIEWPOINT 


Yet  more  dollars 


Dollarisation  is  equivalent  to  joining  the  euro  without  having  a 
seat  on  the  European  Central  Bank 


Competition  between 
currencies  hes  been 
proposed  by  some  free 
market  economists  and  was 
actually  pot  forward  by  tbe 
British  government  as  an 
alternative  to  a  single 
European  currency.  It  has 
been  given  a  new  relevance 
by  Argentina's  proposals  for 
"dollarising”  its  currency. 

Currency  competition  is 
already  a  reality  judged  by 
the  amount  of  foreign 
currency  notes  held  for 
domestic  purposes  around 
the  world.  It  is  known  as 
dollarisation  because  the 
-vast  bulk  of  such  currencies 
consists  of  dollars.  But  It  can 
apply  to  any  currency. 

A  recent  International 
Monetary  Fund  study  - 
Monetary  Policy  in 
Dollarised  Economies  - 
suggests  that  over  half  of  all 
the  $470bn  of  dollar  notes 
are  held  abroad.  Average 
foreign  currency  holdings  of 
countries  that  have 
borrowed  from  the  IMF  since 
1986  are  equivalent  to  over 
16  per  cent  of  total  "broad 
money”  -  banknotes  plus 
bank  deposits. 

Some  individual  countries 
hold  very  much  more.  The 
highest  is  Bolivia  where  82 
per  cent  of  all  money 
consists  of  dollars.  Even  in 
the  UK  over  15  per  cent  of 
broad  money  consists  of 
foreign  currencies. 

The  IMF  does  not  like 
foreign  currency  holdings 
because  they  complicate  the 
setting  of  domestic  monetary 
objectives.  But  the  study 
tries  to  dissuade  members 
from  making  dollar  holdings 
illegal,  as  this  would  drive 
them  offshore. 

Its  main  message  is  the 
long  familiar  one  that 
dollarisation  is  a  product  of 
lack  of  confidence  in 
domestic  policies.  It  admits 
however  that  dollarisation 
has  remained  and  even 
increased  in  several 
countries  after  “successful 


stabilisation” 

One  halfway  house  is  the 
currency  board.  This  is 
based  on  an  old  British 
colonial  system,  but  has 
been  adopted  by  independent 
countries,  of  which 
Argentina  is  a  prominent 
example.  It  has  suffered  less 

speculation  against  its 
currency  than  Brazil. 

Under  a  pore  currency 
board  the  whole  of  a 
country's  note  issue  and 
reserve  deposits  by  banks 
have  to  be  covered  by 
holdings  of  dollars  or  other 
specified  hard  currencies. 
Countries  with  currency 
board  features  Include 
Estonia,  r.ithi»inia-  Bulgaria, 
Hong  Kong  and  Bosnia. 

The  most  enthusiastic 
academic  exponents  of 
currency  boards,  Steve 
Ranks  and  Kurt  Schuler, 
complain  that  Argentina 
does  not  have  a  pure 
currency  board.*  It  has  a 
central  bank  with  limited 
independence  in  monetary 
policy  and  up  to  one-third  of 
the  monetary  base  can  be 
backed  by  Argentine 
government  bonds. 

There  is  of  course  always 
some  chance  that  a  currency 
board  will  be  abolished  by  a 
future  government.  Because 
of  this  risk  interest  rates  in 

The  Argentine  risk  premium 
3-montfi  Inter®*  rates  (%) 


currency  board  countries  are 
higher  than  in  the  US.  In 
Argentina  this  premium  has 
recently  been  running  at 
around  2'A  percentage  points 
an  short-term  interest  rates 
and  it  was  much  higher 
during  Mexico's  "tequfia 
crisis"  of  1995. 

Carlos  Menem, 

Argentina’s  president,  would 
like  to  get  rid  of  the 
premium  to  stimulate  the 
country’s  economy  which 
has  recently  been  flagging: 
He  proposes  replacing  the 
peso  altogether  by  the 
dollar.  He  claims  that  this 
would  add  2  percentage 
points  to  the  underlying 
growth  rate.  The  official 
preference  is  for  a  negotiated 
agreement  with  the  US, 
which  might  be  take  two  or 
three  years  to  implement 

The  Hanke  paper  proposed 
unilateral  dollarisation  of 
the  Argentine  currency 
within  30  days.  Although  not 
official  policy,  this  Is 
welcomed  in  Buenos  Aires 
as  a  reminder  that 
Argentina  could  go  it  alone 
if  necessary.  This  would  be 
technically  possible  quite 
soon  as  Argentine  dollar 
reserves  are  already  more 
than  sufficient  to  cover  the 
existing  holdings  of  pesos 
and  bank  reserves.  The 


28 


operation  Is  further 
simplified  by  tbe  fact  that 
the  exchange  rate  is  one 
peso  to  one  dollar. 

Some  27  small  countries, 
jftfthiriing  Panama  and 
Puerto  Rico,  are  already 
dollarised  In  the  Argentine 

■maTYnw  wrma  anrt  the  idea  is 

under  discussion  in  Hong 
Kong.  But  dollarisation  by 
Argentina,  which  has  a 
population  of  36m,  would  be 
an  altogether  bigger  move. 
Prof  Hanke  claims  that 
growth  has  been  50  per  cent 
foster  In  1953-1993  in 
countries  which  are 
dollarised  or  have  currency 
boards  than  in  countries 
with  orthodox  central  banks, 
and  that  flwral  rtuflritn  have 
been  40  per  cent  less. 

Nevertheless,  action  in 
Argentina  is  unlikely  until 
after  the  October 
presidential  elections  for 
which  Mr  Menem  is  not 
eligible  to  stand.  It  is  for 
from  dear  what  a  successor 
would  do,  but  at  the  very 
least  the  currency  board 
features  would  be  retained. 

The  US  is  obviously  wary. 
Larry  Summers,  US  deputy 
Treasury  secretary,  has 
warned  that  the  Federal 
Reserve  would  continue  to 
base  policy  on  US  domestic 
needs  without  taking  into 
account  Argentina.  The  Fed 
would  not  be  prepared  to  act 
as  a  lender  of  last  resort 

How  tragic  would  these 
limitations  really  be?  Tbe 
position  would  be  similar  to 
that  of  a  European  country 
which  had  adopted  the  euro 
but  had  no  seat  cm  the 
European  central  bank.  The 
ECB  does,  irrespective  of 
voting,  have  to  take  into 
account  conditions  in  the 
whole  euro-zone.  But 
countries  such  as  Ireland  or 
Portugal  -  which 
individually  account  for  a 
small  proportion  of  the 
euro-zone's  gross  domestic 
product  -  do  not  find  their 
interests  mattering  much 
anyway. 

Curipusly,  Prof  Hanke 
denounces  orthodox  central 
banking  as  a  form  of  central 
planning.  gut  dollarisation 

also  depends  on  a  central 
banker  -  the  Fed.  Hie 
legitimate  reply  Is  that  the 
Fed  has  a  better  record  at 
providing  low  inflation  and 
economic  and  financial 


stability  than  the  great 
majority  of  emerging 
economies. 

Current  proposals  do  not 
provide  far  any  monopoly  of 


ADVERTISEMENT 


The  Globalisation  of  the 
Fight  Against  Disease 

ay  Harvey  Bale,  Ph.D. 

While  the  burden  of  many  diseases. 

such  as  AIDS  and  other  infectious 
diseases,  has  been  globally  distri¬ 
buted,  pharmaceutical  research  efforts  to  find 
effective  pharmaceutical  interventions  have 
been  concentrated  in  a  few  industrial  regions  - 
Europe,  North  America  and  Japan. 

Even  for  diseases  predominantly  occur- 
ringin  developing  countries- malaria. TB,  trac¬ 
homa  and  re^imory  diseases -drug  research 
and  development  is  insignificant  except  in 
those  industrial  countries  where  such  diseases 
remain  a  threat  primarily  through  external 
communication  links.  This  lack  of  globalised 
drug  research  is  in  grite  of  the  educational  and 
scientific  levels  achieved  in  such  countries  as 
India,  Brazil  China,  Egypt  and  Argentina. 

Until  recently  many  important  deve¬ 
loping  countries  gave  no  incentives  to  local 
researchers  and  pharmaceutical  companies  to 
discover  and  develop  new  drugs.  Instead, 
through  the  absence  of  patent  protection,  local 
drug  companies  were  encouraged  only  to  copy 
innovative  drugs  coming  from  elsewhere.  As 
the  large  mrgority  of  innovative  medicines,  in- 

cMiig  vaccines.  are  diswrerd  airi  develop^ 
by  commercial  pharmaceutical  and  biotech¬ 
nology  enterprises,  the  lack  of  protection  for 
patents,  trademarks  and  commercial  proprie¬ 
tary  information  in  the  developing  world  gave 
over  the  management  of  R&D  in  all  disease 
areas  entirely  to  ‘multinational*  companies.  Not 
providing  patent  protection  to  medicines  was 
defended  cm  die  grounds  of  "public  health"  - 
Le.,  the  "common  sense"  theory  that  patents 
lead  to  high  drug  costs. 

Hus  started  to  change  more  than  a  decade 

ago.  Korea.  Taiwan,  Mexico,  et  of  adopted 
patent  protection  for  medicines,  and  then  more 
recently  China  and  Brazil  reversed  earifer  pol¬ 
ities  and  recognised  the  value  of  intellectual 
property  rights.  These  countries  are  now 
shifting  more  efforts  toward  drug  discovery 


A  world  of  ideas  on  public  policy. 


and  development,  and  are  attracting  multi¬ 
national  partners  to  develop  and  produce 
medicines  locally. 

As  we  move  toward  the  Year  2000. 
there  is  now  promise  of  further  globalisation 
of  drug  research  as  a  result  of  recent  inter¬ 
national  agreements,  particularly  the  World 
Trade  Organisation  (WTO)  Agreement  on 
Trade-Related  Intellectual  Property  Rights 
CIRIPS).  Under  this  agreement,  anti-counter¬ 
feiting  efforts  will  be  strengthened,  patents 
will  gradually  come  into  force  and  companies 
should  be  able  to  protect  proprietary  data 
and  information. 

However,  a  debate  sdQ  continues  over 
whether  these  new  incentives  to  encourage 
drug  discovery  wfll  impair  people’s  access  to 
essentia]  medicines  in  poorer  countries.  The 
Director  Genera]  of  the  World  Health  Organis¬ 
ation  has  stated  thm  today  about  a  third  of  the 
world's  population  lades  "guaranteed  access 
to  essential  drugs"  and  most  of  these  also  lack 
access  to  primary  healthcare  services.  Don't 
patents,  which  give  pharmaceutical  and  bio¬ 
technology  innovators  an  exclusive  right  to 
exploit  their  inventions  for  a  limited  amount  of 
time  (effectively,  8-10  years  under  TRIPS), 
create  defado  "monopolies"  to  be  exploited 
by  patent  holders? 

in  fact,  there  are  some  two-dozen  sew 

drug  and  vaccine  products  introduced  to  the 
world  market  each  year,  amounting  to  a  wwall 
proportion  of  the  healthcare  expenditure  in 
most  countries,  especially  developing  ones. 
These  products  most  compete  with  older, 
patent-expired  products  and  other  newly 


feel 
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therapeutic  effects  -  witness  the  simultaneous 
appearance  a  couple  of  years  ago  of  several 
innovative  drugs  in  the  protease  inhibitor  dass 
to  treat  HIV/AIDS.  Further,  patents  do  not 
apply  retroactively  to  prod  acts  pre-austingm 
the  marketplace. 

The  logical  and  empirical  evidence  sug- 


cause  a  general  rise  in  the  prices  of  drugs  in 
developed  or  developing  countries.  In  develop¬ 
ing  countries  that  have  adopted  or  strength¬ 
ened  pharmaceutical  patent  protection  In 
recent  years  there  is  little  or  no  pressure  to 
go  backwards  and  repeal  the  patent  system  - 
which  US  President  Abraham  Lincoln  said  140 
yeans  ago  has  benefited  society  by  atkEng  "the 
foel  of  interest  to  the  fire  of  genius.” 

The  new  system 
protecting  patents  will 
accelerate  the  search  for 
needed  cures  globally 

This  is  not  to  say  that  access  to  medi¬ 
cines  in  poorer  countries  is  not  an  issue.  In 
response  to  poor  financing  capabilities  at  tbe 
national  and  international  levels,  there  are 
major  long-term  donation  programs  instituted 
by  pharmaceutical  companies  for  such  debili- 
tteftig  diseases  as  trachoma,  fibriasis  and  river 
blindness.  But  tbe  issue  is  one  of  financing, 
not  patents.  For  example,  the  patent  system 
has  produced  vaccines  for  infectious  diseases 
such  as  Hepatitis  B  and  meningitis.  However, 
these  vaccines,  despite  efforts  of  companies 
to  make  them  more  accessible  to  developing 
countries,  are  undent  because  of  the  lack 
of  a  global  strategy  requiring  adequate  nat¬ 
ional  and  international  financing  mechanisms. 

The  new  system  protecting  patents  will 

accelerate  foe  search  for  needed  cures  glo¬ 
bally,  TRIPS  win  help  harness  genius  to  the 
struggle  against  disease.  What  wfll  be  needed 
for  foe  poorest  countries  is  a  global  partner 
ship  of  the  World  Bank  and  WHO  to  provide 
the  financing  that  ensures  eqtrity  in  access  to 
medunnes  and  healthcare. 

Or  Bolt  a  Dirraor  Grxtrel  of  Itiaitathnat  PMeutin 
rfftarntcniical  SfaMtfrclMrm  Association  UFFUAl  u 
Cana,  Staturind,  dH#r  rrpraats  (kt  mmntfhaMd 
pkemoea&ai  nubtttrj  mrrf  etor  Manghctenm  4  pt*- 

Kriptie*  iwdfpjid,  fet  ntot  pita* 

unttem.ffima.mgerea0*41  (22)340 1300. 


mzw  fcwuw  is  *h  «tamsw&  ssiirc  sttxea®  n  the  mmest  or  acajwfiwG  puae  inscussw  «  poucy  ouesTnws wruM  a  toe  wwett  of  vcts  from 
mows  pouct  arffirs  G  #  research  bass,  global  pwamaceutim.  commit  wist  mc  zss  east  chd  sheet  new  yohk  uni  Man  usa  nnv /,-»*»  phzpi  now 


the  dollar.  Argentina  is 
already  one  of  the  most 
liberalised  financial 
economies  in  the  world  and 
its  citizens  can  hold  any 
currency  they  desire.  The 
dollar's  lead  comes  freon  the 
fact  that  this  Is  what  peso 
deposits  and  notes  would 
initially  be  converted  Into. 
Its  legal  tender  status  would 
merely  mean  that  contracts 
would  have  to  be  settled  in 
dollars  if  the  currency  of 
settlement  was  unspecified. 

Tbe  main  calculable  loss 
from  dollarisation  would  he 
"seigniorage",  that  Is  state 
profits  from  the  note  Issue. 
This  only  represents 
however  about  02  per  cent 
of  GDP.  It  is  also  objected 
that  dollarisation  would 
conflict  with  proposals  fora 
“Mercosur"  currency  for 
I,atTn  American  nations.  The 
simple  reply  Is  that  adoption 
of  the  dollar  Is  a  more 
promising  prospect 

Could  an  economic 
Eurosceptic  who  opposed 
British  membership  of  the 
euro  because  he  did  not 
believe  in  a  “one-size  fits  all" 
monetary  policy  logically 
support  dollarisation  by 
Argentina?  He  just  about 
could.  For  he  could  say  that 
the  operationally 
Independent  Bank  of 

Rngfanri  frns  by  HOW 

established  a  good  monetary 
track  record.  There  Is 
therefore  an  alternative 
domestic  route  to  low 
Inflation  Which  hag  gatnwri 
credibility.  The  same  could 
not  yet  be  said  even  of  the 
more  successful  emerging 
countries. 

The  implications  of 
widespread  dollarisation  are 
sweeping.  If  Argentina  were 
to  make  a  successful  move, 
other  countries  would  be 
likely  to  follow.  US  leaders 
can  say  that  they  would  take 
no  notice  of  Argentina  In 
formulating  monetary  . 
policy.  But  they  could  no 
longer  be  indifferent  if  the 
greater  part  of  the  world's 
effective  supply  of  dollars  - 
not  merely  currency  notes  - 
were  held  outside  the  US. 

We  would  in  practice  then 
be  near  a  dominant  world 
currency  and  the  Fed  would 
become  a  world  central 
bank.  Tins  is  not  an  honour 
to  which  it  aspires,  bat  it 
will  stffl  need  to  think  about 
it  -  as  we  all  will. 

A  Dollarisation  Blueprint 
for  Argentina,  Cato  Institute, 
Washington 


LETTERS  TO  THE_  EDITOR 
Air  deals  have  outlived  usefulness 


From  Mr  Peter  Morrison. 

Sir,  Richard  Branson's  Per¬ 
sonal  View  (“Storming 
America’s  sheltering  sky”, 
April.  19)  is  a  refreshing  call 
to  liberalise  international  air 
transport  markets-  For  too 
long,  governments  have  had 
fixed  quantities  of  air  ser¬ 
vices  and  suppliers  through 
bilateral  deals  with  other 
governments.  Economically, 
these  arrangements  never 
made  sense.  Legally,  they 
continue  to .  exist  only 
because  air  traffic  rights 
were  carved  out  from  the 
core  disciplines  of  tbe  World 
Trade  Organisation  agree¬ 
ment. 

Mr  Branson  suggests  two 
ways  of  driving  forward  lib¬ 
eralisation.  in  the  North 
Atlantic  air  transport  mar¬ 
ket:  through  a  renewed 
TJS-UK  accord,  or  through  a 
US-EU  one.  There  is  a  third 
way.  A  new  round  of  trade 
negotiations  will  be 
huimihed  by  WTO  members 
in  Seattle  in  November.  It 


will  deal  with  trade  In  ser¬ 
vices  and  is  required  to 
reconsider  the  exemption  of 
international  air  transport 
services. 

Why  do  air  transport  ser¬ 
vices  continue  to  suffer  from 
government  quotas  and  dis¬ 
crimination  based  on  coun¬ 
try  of  origin?  The  usual 
excuses  no  longer  make 
wTiwL  National  security  and 
flag  carrier  prestige  are  not 
credible  reasons,  since  far 
more  sensitive  sectors  such 
as  banting  and  telecommu¬ 
nications  are  already  subject 
to  WTO  disdplinss.  Safety  is 
not  an  issue,  since  nothing 
in  the  WTO  prevents  the 
application  of  stringent  rules 
In  this  area.  Airport  slots 
and  other  scarce  resources 
can  be  allocated  on  a  non- 
rfTgt-rf  minatory  basis  through 
pricing  mechanisms. 

Continuing  government 
quotas  Bnfi  discrimination  in 
bilateral  air  service  agree¬ 
ments  thus  appear  to  do 
little  more  than  protect 


established  commercial 
interests.  If  so,  then  govern¬ 
ments  should  refocus  their 
attention  on  the  far  greater 
(but  more  diffuse)  benefits 
that  international  air  trans¬ 
port  liberalisation  would 
produce  is  the  wider  econ¬ 
omy: 

What  can  be  done?  Air  car¬ 
riers  interested  in  improving, 
services  and  reducing- casts 
must  pressure  governments 
to  restore  basic  WTO  non¬ 
discrimination  and  market 
access  disciplines  to  the  sec¬ 
tor.  Even  more  important, 
corporate  and  individual 
users  of  air  services  should 
do  the  same.  It  is  time  now 
to  urge  WTO  ministers  meet¬ 
ing  in  Seattle  in  November 
to  place  this  topic  high  on 
their  agenda. 

Peter  Morrison, 
head. 

World  Trade  Group, 

Clifford  Chance, 

200  Aldersgate  Street,  - 
London  EC1A  4JJ,  UK 


Data  directive  aims  to  empower  citizens 


From  Prof  Stefano  Rodota. 

Sir,  There  can  be  uo 
doubts  as  to  the  usefulness 
of  discussing  the  transfer  of 
personal  data  from  Europe 
to  tbe  US,  following  the 
enforcement  of  EU  Directive 
95/46.  But  one  should  refrain 
from  inaccurately  describing 
the  contents  of  tbe  directive 
or  misrepresenting  tbe  rea¬ 
sons  underlying  the 
Europe-US  debate. 

It  is  incorrect  to  say  that 
the  directive  is  the  product 
of  a  culture  (Europe’s)  in 
which  government  has  the 
upper  hand,  whereas  "indus¬ 
try  self-regulation”  would  be 
given,  preference  by  Ameri¬ 
can  culture  (“Privacy  rules 
open  a  gulf  of  mistrust”, 
April  14).  The  directive  is 
not  grounded  on  the  empow¬ 
erment  of  governments:  it  is 
aimed  first  and  foremost  at 
empowering  citizens  by  pro¬ 
viding  them  with  the  right 
to  control  directly  the  way 


others  use  the  data  concern¬ 
ing  them,  without  any 
bureaucratic  intermediaries. 
I  do  not  believe  that  there 
may  be  cultural  divergencies 
in  this  regard:  indeed.  Ami- 
tal  Etziom  -  who  can  be  con¬ 
sidered  to  be  an  exponent  of 
American  culture  -  also 
wrote  that  “to  leave  the  role 
of  government  out  is  foolish" 
with  regard  to  the  use  of  the 
internet. 

Safeguarding  citizens' 
rights  does  not  mean,  any¬ 
how,  that  consent  is  neces¬ 
sary  in  all  cases  (as  high¬ 
lighted  by  Graham  Wood's 
letter,  in  file  same  issue,  in 
answer  to  Prof  Etztoni). 

Citizens  most  have  the 
right  to  access  data  in  order 
to  check  that  they  are  col¬ 
lected  lawfully  and  pro¬ 
cessed  in  a  fair  and  secure 
way,  and  that  they  are  not 
used  for  purposes  other  than 
those  for  which  they  have 
been  collected.  Moreover,  cit¬ 


izens  must  be  enabled  to 
bring  an  action  against  any 
infringer  of  their  own  rights, 
based  on  specific  provisions 
and  before  an  impartial 
court  without  excessive 
delay  or  expense. 

This  is  the  focus  of  the 
current  EU-US  debate,  rather 
than  the  excessive  require¬ 
ments  applying  to  consent. 
An  open-minded  consider¬ 
ation  of  these  Issues  In  the 
light  of  the  existing  causes 
for  concern,  which  are  not 
exclusively  economic,  may 
show  that  the  EU-US 
co-operation  can  be  stronger 
than  any  reasons  for  con¬ 
flict  and  that  there  is  not 
merely  the  “safe  harbour" 
provided  by  self-regulation. 

Stefano  Rodota, 
chairman, 

Italian  Data  Protection 

Authority* 

Largo  del  Teatro  Valle, 
6-00186  Rome,  Italy 
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A  global  brief 

A  flurry  of  cross-border  corporate  deals  is  forcing  law  firms  to  increase  their 
international  presence.  The  obvious  route  is  to  merge,  says  Jean  Eaglesham 


The  idea  of  a  battle 
to  take  over  the 
world  is  more  redo¬ 
lent  of  the  world  of 
James  Bond  than  that  of  law 
firms.  But  despite  their  natu¬ 
ral  conservatism,  the  biggest 
UK  and  US  commercial  law 
firms  are  now  fighting  to 
claim  a  place  among  an  elite 
band  of  top  global  names. 

Lawyers  have  woken  up  to 
the  fact  that  the  rise  in 
crossborder  finance  has  led 
their  firms  looking  vulnera¬ 
ble.  They  have  been  slow  to 
mimic  the  global  services 
offered  by  leading  (Sty  and 
Wall  Street  investment 
banks. 

The  news  that  Cameron 
McKenna,  a  top  10  UK  firm, 
is  to  link  up  with  five  conti¬ 
nental  European  partner¬ 
ships  is  one  sign  that  the 
fight  is  becoming  serious.  It 
follows  tbe  disclosure  that 
Clifford  Chance  of  tbe  UK 
and  Rogers  &  Wells  of  the 
US  are  in  advanced  talks  on 
what  would  be  the  largest- 
ever  transatlantic  merger. 

Even  if  the  transatlantic 
talks  break  down  -  as  many 
predict  they  will  -  global 
consolidation  appears  inevi¬ 
table.  The  stakes  are  high. 
Most  of  the  top  20  UK  and 
US  law  firms  -  which  had 
annual  revenues  totalling 
£Sbn  last  year  -  believe 
there  will  be  only  five  to  10 
global  firms  within  a  decade. 

In  investment  banking,  US 
banks  such  ss  Goldman 
Sachs  and  Morgan  Stanley 
Dean  Witter  have  opened 
offices  in  many  financial 
centres  as  part  of  their 
global  expansion.  The  top  US 
law  firms’  dose  relationship 
with  US  investment  banks 
brings  them  work  advising 
on  overseas  mergers  and  pri¬ 
vatisations,  without  the  need 
for  a  big  local  presence. 

“Expansion  is  less  impor¬ 
tant  for  the  US  firms.  They 
have  a  delicious  home  mar¬ 
ket  and  quite  a  lot  more 
profitability,”  says  Alan 
Peck,  chief  executive  of 
FTeshfields,  one  of  the  top 
UK  firms. 

The  approach  of  the  giant 
New  York-based  Skadden, 
Arps,  Slate,  Meagher  and 
Flom  is  typical.  “We  are 
gradualists,”  says  Bob  Shee¬ 
han,  executive  partner.  “We 
have  built  a  European  hub 
around  London,  and  an 
Asian  hub  around  Hong 
Kong.  But  we  have  not  fol¬ 
lowed  the  much  more 


Top  10  law  firm®  In  foe  world 


Headquarters 

Number 

or 

lawyers 

Lawyers 
outside  home 
couitry  (ft) 

Bafor&IIcKenzfe 

•  CHcag. 

2,300 

60 

CHfofdChanss 

London 

1,735 

48 

Bfostate 

Lanta 

1,290 

4 

Jones,  Day.  Ran*  &  Pogue 

Omtand 

1,191 

10 

StadAn,  Aqa,  SUa,  Heavier  &  Boa  Haw  York 

1,125 

9 

ItaMates&ABnce" 

London 

1,116 

32 

RnMelds 

London 

1,184 

42 

Allen  &  Ovary 

London 

urn 

28 

DU)  Lnpton  Msop 

London 

982 

1 

Morgan,  Lmfe&aocHiiB 

PMhmipUi 

901 

6 
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aggressive  ways  of  our  Euro¬ 
pean  competitors." 

to  contrast,  the  approach 
of  several  UK  legal  firms  has 
been  to  expand  business 
around  tbe  world  by  merg¬ 
ing  and  forming  alliances 
with  local  law  firms. 

“It  is  not  a  matter  of  being 
big  for  the  sake  of  It,”  says 
Tony  Williams,  managing 
partner  of  Clifford  Chance. 
“But  inevitably  as  interna¬ 
tional  clients  get  bigger, 
they  are  getting  more 
demanding.  You  need 
breadth  and  depth  [in  differ¬ 
ent  jurisdictions]  to  meet 
that  but  more  importantly  a 
blend  of  local  law  and  inter¬ 
national  approaches.” 

As  a  result  of  this  push, 
UK  firms  are  doing  better  in 
the  global  league  tables  fhww 
their  US  counterparts.  Only 
four  of  the  world's  10  largest 
law  firms  measured  by  the 
headcount  of  lawyers  are 


firms  is  fraught  with  diffi¬ 
culty.  Many  would-be  alli¬ 
ances.  including  attempted 
transatlantic  link-ups  in  the 
1980s,  have  come  unstuck. 

Indeed,  despite  their  push 
around  the  world,  few  UK 
firms  are  seeking  a  large 
transatlantic  merger  along 
the  lines  of  Clifford  Chance 
and  Rogers  &  Wells.  "UK 
firms  are  trying  to  build  US 
capacity  and  see  if  they  can 
get  it  good  enough  so  they 
don't  have  to  go  through  the 
costly  and  slightly  traumatic 
process  of  a  US  merger." 
says  Mr  Peck. 

The  biggest  barrier  to 
mergers  is  the  wide  differ¬ 
ence  in  profitability  between 
continental  European,  UK 
and  US  firms.  An  example  is 
last  year’s  alliance  between 
Linklaters.  the  UK  interna¬ 
tional  law  firm,  and  four 
other  leading  European  com¬ 
mercial  law  firms  to  form 


Merging  law  firms  is  fraught  with 
difficulty.  Many  would-be  alliances, 
including  attempts  at  transatlantic 
link-ups,  have  come  unstuck 


from  the  US,  according  to  a 
survey  published  last 
November.  Ranked  by  profit¬ 
ability,  the  US  quota  jumps 
to  six  of  the  top  10,  but  even 
here  tbe  gap  is  closing. 

Five  years  ago,  the  aver¬ 
age  profits  per  partner  at 
New  York's  five  highest- 
earning  firms  were  1.8  times 
that  of  London’s  top  five. 
Now,  the  ratio  is  about  L3 
times,  according  to  The 
American  Lawyer  and  Legal 

Business  inagagfriPB 

But  it  would  be  premature 
to  assume  the  UK  expansion¬ 
ist  approach  wfll  succeed  In 
the  long  term.  Merging  law 


the  second-largest  law  prac- 
tice  in  the  world.  Critics 
point  to  the  feet  the  profit¬ 
ability  of  Oppenhoff  &  Rad- 
ler,  the  German  member  of 
the  group,  is  half  that  of  the 
UK  firm. 

Charles  Allen-Jones 
senior  partner  at  Linklaters’ 
insists  this  wfll  not  thwart 
eventual  plans  to  create  a 
single,  unified  firm,  “it  will 
affect  the  basis  of  merger 
but  not  whether  a  merger 
takes  place  or  not,"  he  says. 

But  negotiations  on  profit- 
sharing  schemes  and  part¬ 
nership  structures  are  noto¬ 
riously  difficult  and  no  dead¬ 


line  has  been  set  for  the 
Linklaters  grouping  to  move 
to  a  fUll  merger. 

Arguments  over  profits 
are  not  the  only  pitfalls. 
“There  are  huge  problems 
and  difficulties  to  mergers, 
or  to  vastly  increasing  size 
through  lateral  hires  [of  law¬ 
yers  from  firms  in  other 
countries].  You  need  to  grap¬ 
ple  with  any  management 
issues  on  a  worldwide  basis 
if  you  want  to  nurintain  the 
quality  of  the  business,” 
says  Giles  Henderson,  senior 
partner  at  Slaughter  &  May. 

As  a  result,  Slaughter  & 
May  has  eschewed  the 
approach  of  opening  offices 
across  the  world  In  favour  of 
informal  links  with  firms  in 
other  jurisdictions.  Mr  Hen¬ 
derson  insists  this  Is  not  a 
parochial  strategy  but  a  way 
of  offering  its  clients  an 
increased  choice. 

“If  there  was  a  powerful 
market  imperative  on  us  [to 
expand  through  mergers  or 
branches],  we  would  do  it," 
he  says,  “We  are  not  getting 
that  market  steer  from  our 
clients." 

But  other  UK  firms  do  not 
believe  they  have  the  luxury 
of  time.  Although  US  firms 
are  holding  back,  large 
accountancy  firms  are  trying 
to  muscle  in  on  their 
business. 

PricewaterhouseCoopers 
has  said  it  aims  to  be  among 
the  top  five  providers  of 
«*gal  services  in  the  world  in 
five  years'  time,  and  Arthur 
Andersen  has  made  two 

abortive  attempts  at  merging 
with  a  second-tier  UK  law 
firm. 

JZS***  rules  on 
multi-disciplinary  partner¬ 
ships  are  relaxed,  the  most 
potent  threat  in  the  global 
jjarket  [for  legal  services]  is 

f™  Bolton,  managing  direc- 
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nrSf™  9X9  other  external 
23?“?®  on  law  firms  as 
well.  Some  of  the  global 

alr2dlmej ?  banks 
™dY  unhappy  at  the  fafl- 

jjje  of  iaw  firms  to  match 

“^dation  to 
^  twn  industiy.  The  first 
Me  Jaw  firm  created  by  a 
transatlantic  merger  could 
Wjnwork  as  a  result. 

Whether  or  not  the  talks 

SjSTSWhrt  Chance  and 
RpSers  &  Wells  succeed 

iSfi  ^  to  be  the’ 
last  In  the  industry. 
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The  European  Commission’s 
P«»POsals  yesterday  Tor  revising 
competition  law  were  a  welcome 
sign  of  life  alter  death. 

Last  month,  when  all  20  com¬ 
missioners  fell  on  their  swords 
after  a  corruption  scandal,  this 
was  one  of  many  measures  that 
was  expected  to  be  lost  in  the 
turmoO.  It  was  agreed  then  that 
no  new  initiatives  would  be  pro¬ 
posed  until  a  replacement  com¬ 
mission  was  appointed.  But  yes¬ 
terday’s  white  paper  commanded 
such  general  support  that  it  was 
an  obvious  way  to  show  that 
rigor  mortis  has  not  yet  set  in. 

The  main  effect  would  be  to 
devolve  to  national  Jurisdictions 
much  of  the  enforcement  of 
Article  85  of  the  1962  EC  treaty 
(which  covers  restrictive  prac¬ 
tices).  This  will  bring  it  into  n™» 
with  Article  86  (on  abuse  of  a 
dominant  position)  which  can 
already  be  enforced  locally. 

The  EC  will  be  left  to  oversee 
mergers  and  cartels  that,  because 
of  their  size  or  special  character¬ 
istics,  are  of  general  importance 
to  Europe.  This  is  a  sensible  divi¬ 
sion  of  labour.  National  courts 
should  be  able  to  act  more  speed¬ 
ily  on  smaller  cases.  And  by  now, 
a  large  body  of  precedent  has 
accumulated  to  guide  them. 

Leaving  decision-making  at  the 
centre  would,  in  any  case,  be 
impractical  when  the  EU  is 
enlarged  from  15  members  to  per¬ 
haps  25.  Even  before  then,  indus¬ 
trial  restructuring  encouraged  by 
the  single  currency  is  expected  to 
increase  the  caseload  on 


competition  authorities. 

But  although  the  general 
thrust  of  the  white  paper  is  to  be 
welcomed,  there  are  dangers. 
Some  countries  might  be  tempted 
to  bend  the  rules  in  favour  of 
companies  that  they  regarded  as 
national  champions.  The  commis¬ 
sion  will  retain  power  to  inter¬ 
vene  in  such  cases.  It  must  also 
retain  the  political  courage  to  do 
so. 

This  danger  is  highlighted  by 
another  threat  to  free  competi¬ 
tion  that  the  commission  has 
failed  to  resolve  -  the  prolifera¬ 
tion  of  state  aid.  This  is  still  run¬ 
ning  at  about  €38bn  (£25bn)  a 
year,  according  to  the  latest  fig¬ 
ures.  Much  of  it  is  used  to  protect 
failing  businesses  and  so  distort 
competition. 

Unfortunately  any  attempt  to 
reduce  this  deadweight  on  the 
European  economies  confronts 
powerful  political  Interests.  Just 
three  governments,  those  of 
France.  Germany  and  Italy,  pay 
more  than  three-quarters  of  all 
this  aid. 

Before  scandals  overtook  the 
commission,  ft  had  been  trying  to 
encourage  governments  to  reduce 
these  subsidies.  But  effective 
action  on  *bic  issue,  and  on  com¬ 
petition  cases  that  involve 
national  pride,  will  require 
strong  and  confident  commission¬ 
ers,  able  to  stand  up  to  politi¬ 
cians.  Measured  against  this 
task,  yesterday's  white  paper  was 
a  dying  spasm.  Every  effort  must 
now  he  made  to  bring  the  new 
team  to  life  as  soon  as  possible. 


Arafat’s  state 


Damned  if  he  did  and  damned  If 
he  didn't  this  was  the  not  unfa¬ 
miliar  dilemma  facing  Y  as  sir 
Arafat,  the  Palestinian  leader, 
yesterday,  as  he  retreated  from 
his  pledge  to  declare  a  sovereign 
Palestinian  state  on  May  4. 

That  is  the  date,  fixed  In  the 
1994  interim  agreement  on  Pales¬ 
tinian  autonomy,  by  which,  a 
final  settlement  with  Israel 
should  have  been  negotiated' 
under  the  Oslo  process  -  essen¬ 
tially  to  agree  where  Israeli  land 
ends  and  Palestinian  land  begins. 

But  there  have  been  no  such 
negotiations.  Even  the  interim 
setf-nde  process  the  Palestinians 
0  accepted  as  a  bridge  to  nation¬ 
hood  has  been  frozen  by  the 
Israeli  government  of  Benjamin 
Netanyahu.  Consequently,  Pales¬ 
tinian  pressure  on  Mr  Arafat  to 
declare  a  state  unilaterally  has 
been  intense. 

By  yesterday,  however,  the 
consensus  emerging  from  an 
orchestrated  FLO  council  meet¬ 
ing  was  that  he  would  delay  - 
until  after  Israel's  elections  an 
May  17  -  following  equally 
intense  pressure  from  the  US.  * 

Washington  was  worried  that  a 
declaration  now  would  play  into 
the  bands  of  Mr  Netanyahu,  who 
set  the  election  date  for  after  May 
4  even  though  his  coalition  col¬ 
lapsed  last  December.  Yet,  the 
Israeli  leader  is  already  boasting 
\  that  Mr  Arafat  backed  down  after 
his  threats  to  annex  large 
swathes  of  the  West  Bank.  So,  is 


the  Palestinian  leader's  position 
as  ’lose-lose”  as  it  looks? 

In  recent  weeks.  Mr  Arafat  has 
being  trying  to  trade  postpone¬ 
ment  far  enhanced  international 
support  for  a  Palestinian  state. 
The  EU,  at  its  Beilin  summit  last 
month,  endorsed  Palestinians’ 
“right”  to  statehood  and,  this 
week.  President  BUI  Clinton  more 
vaguely  supported  Palestinian 
seff-deterimnation.  "These  are 
pluses  for  the  Palestinians.  But 
the  Israeli  elections  are  unlikely 
to  add  to  them,  whoever  wins. 

Whereas  Mr  Netanyahu  has 
made  clear  he  is  willing  to  cede 
barely  half  the  West  Bank,  his 
challengers,  former  generals 
Ehud  Barak,  for  Labour  and  Yit¬ 
zhak.  Mordechai  for  a  new  centre 
party,  axe  willing  to  give  up  only 
fractionally  more.  True,  unlike 
him,  they  appear  sanguine  about 
the  notion  of  a  Palestinian  state. 
But,  if  none  of  them  w£Q  surren¬ 
der  enough  land  to  make  state¬ 
hood  viable,  the  difference  is  one 
of  form,  not  content 

By  signing  the  Oslo  accords  the 
Palestinians  recognised  the  exis¬ 
tence  of  Israel  on  four-fifths  of 
mandate  Palestine.  They  expec¬ 
ted,  in  return,  the  remaining 
fifth:  all , of  the  West  Bank,  the 
Gaza  Strip  and  occupied  Arab 
east  Jerusalem.  It  is  inconceiv¬ 
able  their  leaders  can  accept 
much  less  than,  this  and  survive. 
Dates  and  states  aside,  that  is  the 
issue.  And,  once  the  elections  are 
over,  it  can  no  longer  be  evaded. 


Amid  the  generally  upbeat  mood 
at  the  meetings  of  the  world’s 
economic  policymakers  in  Wash¬ 
ington,  James  Wolfensobn,  presi¬ 
dent  of  the  World  Bank,  sounded 
a  salutary  warning.  The  financial 
crisis  may  be  over.  But  its  effect 
an  developing  countries  will  be 
inng  lasting,  international  devel¬ 
opment  targets,  which  looked  not 
long  ago  looked  achievable,  could 
now  be  out  of  reach. 

The  outlook  for  the  world  econ-. 
omy  appears  far  brighter  than 
during  the  autumn  World  Bank- 
IMF  meetings.  A  start  has  been 
made  by  the  Group  of  Seven  lead¬ 
ing  industrial  countries  in 
strengthening  the  global  finan¬ 
cial  system. 

However,  markets  recover 
more  quickly  than  economies. 
When  economic  growth  falters, 
human  development  stalls.  The 
World  Bank’s  annual  report  on 
development  indicators  shows 
that  the  flTiawcial  crisis  wQl  have 
a  deep  effect  on  efforts  to 
improve  the  fives  of  the  poor  in 
many  countries. 

International  development  tar¬ 
gets  to  halve  the  numbers  in  pov¬ 
erty  by  2015,  to  cut  infent  mortal¬ 
ity  in  poor  countries  by 
two-thirds  and  to  enrol  all  chil¬ 
dren  in  primary  education  are  all 
at  risk,  Mr  Wolfensobn  warned. 

Spending  to  alleviate  poverty,' 

on  health  and  on  education  repre¬ 
sents  an  investment  By  forcing 
governments  to  cut  social  spend¬ 
ing,  the  the  K-ntmma)  crisis  may 


weaken  poor  countries’  human 
capital  stock.  Where  it  can  be 
used  wisely,  rich'  countries 
should  he  more  generous  with 
development  assistance. 

World  Bank  forecasts  show 
that  aver  the  next  few  years,  the 
only  developing  countries  that 
will  grow  fast  enough  to  allow 
poverty  to  be  reduced  will  be 
fTMna  and  India.  These  two  coun¬ 
tries  escaped  the  financial  crisis 
largely  unscathed,  largely 
because  they  are  isolated  from 
firtannifll  markets. 

Many  countries  are  too  poor  to 
be  much  affected  by  the  crisis. 
African  governments  are  more 
concerned  with  debt  relief  than 
financial  architecture.  The  G7 
finance'  ministers  meeting 
Showed  that  an  international  con- 
-sensus.  has  been  built  to  acceler¬ 
ate  debt  relief  where  it  will  be 
used'  wisely.  This  must  be  put 
.  into  practice  at  the  meeting  of  G7 
leaders  in  June. 

It  is  the  middle-income  coun¬ 
tries  of  Asia  and  Latin  America  - 
-  those  integrated  into  the  world 
economy  -  that  have  been 
knocked  off  course.  This  is  dis¬ 
heartening.  The  Latin  American 
debt  crisis  of  the  1380s  set  back 
development  by  a. decade.  The 
.same  could  happen  again.  The 
important  questions,  as  financial 
markets  recover,  is  whether  Asia 
..can  return  to  its  former  bigh- 
growth  path;  and  whether  hard- 
fought  reforms  to  Latin  America 
'  can  he  maintained. 


India’s  election  trap 


In  a  superstitious  nation, 
more  than  one  pundit  bas 
noted  that  India’s  13tb  post- 
independence  election  was 
precipitated  13  mnn*hg  after  its 
last  one;  unlucky  not  just  for 
Atal  Behari  Vajpayee,  the  prime 
minister  who  led  India’s  shortest- 
lived  parliament,  but  also  for  the 
country  itself. 

With  balloting  unlikely  for 
months  -  perhaps  not  until  Octo¬ 
ber  -  Mr  Vajpayee,  the  Bharatiya 
Janata  Party  leader,  could  also 
become  India’s  longest-serving 
caretaker  prime  minister.  "That  a 
caretaker  government  will  pre¬ 
side  over  the  destiny  of  a  nation 
for  that  long  is  fraught  with 
disastrous  consequences,”  wrote 
the  Indian  Express  yesterday. 

The  cost  of  months  of  policy 
drift  can  be  counted  to  an  inter¬ 
rupted  economic  reform  pro¬ 
gramme,  a  log  jam  of  pending 
legislation,  pitiful  foreign  invest¬ 
ment  flows  and  uncertainty  over 
India's  nuclear  posture. 

But  no  one  has  questioned  the 
democratic  system  itself,  which 
has  put  Indian  politics  into  its 
current  mess.  In  fact,  it  is  partly 
because  India's  democracy  is 
flourishing  that  politics  has 
become  so  unstable. 

Politicians  and  press  may  not 
reUsh  a  return  to  the  hustings, 
but  evidence  suggests  that 
India's  people  will  not  mind  -  if 
they  once  again  fail  to  deliver  a 
parliament  capable  of  offering  a 
“stable”  government. 

The  direct  cost  of  organising  a 
poll  of  India's  600m  voters,  the 
world's  biggest  electorate,  is 
about  RsSbn  ($l87m>,  and  turnout 
is  high  by  the  standards  of  most 
democracies.  In  the  first  post- 
independence  election  in  1952,  45 
per  cent  of  the  electorate  voted. 
Since  then,  participation  has 
surged  to  between  55  per  cent 
and  61  per  cent  where  it  has 
remained. 

While  more  Indians  are  voting, 
enthusiasm  for  elections  varies 
markedly  across  the  social  spec¬ 
trum.  In  general,  richer,  better 
educated,  upper-caste  and  urban 
Indians  are  voting  less.  Poorer, 
lower-caste,  rural  and  less  edu¬ 
cated  Indians  are.  however, 
voting  far  more. 

Yogendra  Yadav,  a  political  sci¬ 
entist  at  the  Centre  for  the  Study 
of  Developing  Societies  in  Delhi, 
said  India's  democracy  is  under¬ 
going  a  “fundamental  though 
quiet  transformation”. 

Mr  Yadav  says  many  complex 
social  and  political  reasons 
account  for  the  shift  in  voting 
habits.  They  include  the  waning 
political  energy  of  Congress,  the 
party  that  dominated  Indian  poli¬ 
tics  for  three  decades  after  inde¬ 
pendence;  the  rise  of  regional  and 
castehased  parties;  and  the  grow¬ 
ing  political  awareness  of  India's 
lower  social  layers.  There  also 
are  the  effects  of  economic 
deregulation,  which  has 
prompted  greater  political  and 
economic  assertiveness  among 
India’s  states. 

As  India's  poorer,  more 
deprived  groups  assert  them¬ 
selves  politically,  they  are  “pull¬ 
ing  politics  closer  to  their  beliefs 
and  concerns”,  Mr  Yadav  says. 
These  “newly  mobilised”  groups 
have  spawned  a  raft  of  small  par¬ 
ties  that  are  vying  for  political 
space  with  the  BJP  and  Congress, 
which  is  now  ted  Sonia  Gandhi, 
the  Italian-born  widow  of  Rajiv 
Gandhi. 

“The  main  political  parties, 
especially  Congress,  were 
exhausted  when  this  upsurge 
began  taking  place.  Congress  in 
particular  couldn't  offer  itself  as 
a.  vehicle  for  this  political  surge." 
Mr  Yadav  says. 

The  result  of  tins  fragmenta¬ 
tion  has  been  today’s  political 
instability,  where  neither  Con¬ 


There  is  a  paradox  at  the  heart  of  the  world’s  largest 
democracy:  as  more  Indians  vote,  government  is 
becoming  less  stable,  says  Mark  Nicholson 


gress  nor  the  BJP  can  command 
a  majority  in  parliament,  and 
governments  can  be  overthrown 
by  the  defection  of  only  a  handful 
of  MPs.  Such  was  the  fate  of  Mr 
Vajpayee’s  government:  It  fell 
after  a  party  from  the  southern 
state  of  Tamil  Nadu  withdrew 
the  support  of  its  18  MPS.  The 
disproportionate  power  wielded 
by  these  small  parties  has 
encouraged  their  proliferation, 
Mr  Yadav  says. 

Few  analysts  doubt  that  India's 
next  parliament  will  be  as  frag¬ 
mented  as  its  predecessors  and 
will  require  the  formation  of  a 
coalition.  There  is  also  a  growing 
perception  that  the  protracted 
political  instability  is  beginning 
to  harm  the  country. 

“The  worst  victim  of  this 
power  game  has  been  the  econ¬ 
omy  and  India's  image  abroad,” 
Mr  Vajpayee  said  yesterday.  “The 
loss  suffered  by  the  country  is 
both  measureable  and  intangi¬ 
ble." 

Such  stop-go  government 
clearly  hurts  India’s  economy. 
The  liberalising  reform  pro¬ 
gramme  bom  during  an  external 
crisis  In  1391  and  pushed  through 
by  the  Congress  government  of 
P.V.  Nanis  unha  Rao,  slowed 
down  in  the  latter  years  of  his 
five-year  term  and  has  faltered 
ever  since. 

The  irony  is  that  most  Indian 


political  parties  broadly  agree 
with  the  need  for  further  eco¬ 
nomic  reform.  But  the  pace  of 
liberalisation  has  stalled  because 
of  electoral  interruption  and  the 
increasingly  frequent  political 
squalls  in  parliament. 

The  resulting  legislative  back¬ 
log  amounts  to  more  than  100. 
bills,  half  of  them  economic  and 
some  now  delayed  by  up  to  two 
years.  This  includes  an  insurance 
bill,  long  awaited  by  foreign 
investors,  which  would  open  the 
state  monopoly  to  private  and 
limited  foreign  investment.  But 
legislative  sclerosis  is  only  part 
of  the  problem. 

After  seven  years  of  halting 
reforms,  India  must  now  address 
some  of  the  toughest  structural 
impediments  to  higher  economic 
growth,  which  surged  in  the 
early  1990s  to  7  per  cent  a  year 
but  has  since  slipped  back  to 
about  5  per  cent 

As  the  latest  Asian  Develop¬ 
ment  Bank  report  on  India  notes, 
the  country  needs  to  accelerate 
and  widen  reforms  to  raise  the 
growth  rate  to  between  7-8  per 
cent,  the  minimum  level  required 
to  begin  to  lift  more  than  390m 
people  -  40  per  cent  of  the  popu¬ 
lation  -  out  of  poverty. 

Such  reforms  would  have  to 
include  tougher  measures  to  cut 
the  fiscal  deficit,  which  has  aver¬ 
aged  6  per  cent  of  gross  domestic 


product  in  the  past  two 
years. 

The  Asian  Development  Bank 
says  India  needs  to  strengthen 
non-tax  revenues,  raise  user 
charges  for  power  and  other  utili¬ 
ties,  cut  food  and  fertiliser  subsi¬ 
dies,  and  restructure  public  sec¬ 
tor  enterprises.  The  snag  is  that 
all  these  moves  are  politically 
controversial  and  would  require 
the  kind  of  strong  government 
that  currently  looks  beyond 
India's  reach. 

Stop-go  government  is  also  hin¬ 
dering  India’s  dismal  progress  in 
trying  to  attract  foreign  invest¬ 
ment  to  modernise  its  ailing 
infrastructure.  The  rapid  succes¬ 
sion  of  governments  has  brought 
delays,  reviews  and  amendments 
to  power  and  telecommunica¬ 
tions  policy.  Allied  with  India’s 
already  crawling  bureaucratic 
procedures,  foreign  investment 
has  virtually  slowed  to  a  halt 

The  shortfall  Is  dramatic.  A 
government  study  in  1996  esti¬ 
mated  India  needed  total  invest¬ 
ments  worth  $345bn  to  upgrade 
its  power,  ports,  roads,  telecom¬ 
munications  and  city  services  by 
2006,  of  which  15  per  cent  would 
be  externally  financed. 

But  annual  foreign  direct 
investment  flows  have  been  flat 
at  between  $2bn-$3bn  during  the 
past  two  years  -  less  than  7  per 
cent  of  FD1  flows  to  China,  a 


OBSERVER 


Settling  the 
settlements 

No  one  ever  accused  the  Jewish 
settlements  on  the  West  Bank  of 
being  uncorrtroversiaJ.  But  the 
world-weary  leader  of  Israel's 
ieftwfng  Meretz  party  has  found  a 
new  way  to  use  thorn  to 
embarrass  the  government 

The  weU-oiled  Israeli  spin 
machine  has  long  churned  out 
the  daim  that  a  population 
explosion  has  the  settlements 
bursting  at  the  seams.  Any  new 
building  work,  It  explains,  is  Just 
to  allow  natural  growth.  So  why 
should  the  Americans  or 
Palestinians  be  upset? 

But  a  few  days  ago  Yossi  Sand 
took  the  government  to  task  as 
he  strolled  along  the  empty 
sheets  of  a  spanking  new 
neighbourhood  in  the  Eli 
settlement  Desperate  to  find  a 


resident  he  called  out 
“HeUooooool  Is  there  anybody 
out  theeoeeera7" 

His  unanswered  cries  bounced 
off  the  walls  of  the  ghost  town, 
but  they  won't  go  unnoticed. 
Meretz  made  sure  to  bring  a  film 
crew  along,  and  the  scene  will 
appear  in  his  campaign  ads. 

Predictably,  prime  minister 
Benjamin  Netanyahu’s  media 
advisers  stemmed  the  stunt  They 
say  the  settlements  obey  free 
market  rules;  there's  Just  more 
supply  In  some  than  in  others. 

But  it's  odd  that  the  cheap, 
pretty  buddings  shouldn't  find 
buyers.  It  couldn’t  have  anything 


to  do  with  the  Palestinians’ 
claims  to  the  places,  could  it? 

Amautt.com 

One  moment  he's  Mr  Luxury.  The 
next  he's  the  sultan  of 
cyberspace.  Bernard  Arnault  is 
collecting  Internet  assets  with  the 
same  assiduousness  with  which 
his  fancy  goods  group  LVMH 
goes  after  top-notch  brands. 

-  His  new  interest  in  matters 
virtual  has  led  the  man  behind 
Vuitton  and  Krug  to  Join  hands 
with  Kingfisher,  the  British 
budget  retailer,  in  a  partnership 
that  might  seem  bizarre  outside 
cyberspace. 

French  newspapers  are  already 
carrying  advertisements  exhorting 
the  public  to  hurry  to  an 
appliance  chain  and  sign  up  to 
Liberty  Surf,  the  partners’  new, 
free  Internet  service 

An  Arnault  aide  murmurs  that 
his  boss  is  thinking  hard  about 
how  best  to  use  the  cyberspace 
to  get  goods  out  to  customers. 
The  latest  deals  are  Just  “the  tip 
of  the  iceberg"  when  it  comes  to 
Arnault's  internet  plans.  Observer 
understands  that  LVMH's 
strategy  is  under  development 
too.  Watch  this  e-space. 

Worrying  Wal-Mart 

These  days  the  word  “Wal-Mart" 
Is  enough  to  turn  a  European 
retail  executive's  hair  white  at  50 
paces.  But  while  some 
masterminds  might  be  busy 
plotting  the  Arkansas  company's 


arrival  on  the  shores  of  the  old 
continent,  other  Wal-Mart  brains 
have  been  tied  up  with  a  little 
local  legal  difficulty. 

Thousands  of  lawsuits  have 
been  filed  in  the  US  against  the 
store  that's  sold  everything  from 
guns  to  cupcakes.  Most  have 
been  brought  by  angry 
customers  who  allege  they've 
been  Injured  by  falling  boxes  and 
the  Eke.  But  Wal-Mart  has  still 
more  legal  travails. 

The  current  issue  of  the 
National  Law  Journal,  a  rather 
sober  professional  periodical, 
lists  some  15  cases  in  which  the 
company  has  been  fined  for 
breaking  rules  requtmg  attorneys 
to  turn  over  evidence. 

Wal-Mart’s  lawyers  deny  the 
charges,  and  say  the  sanctions 
aren't  warranted.  But  the 
company,  founded  by  Sam 
Walton  (Arkansas'  second  most 
famous  son,  after  Bill  Clinton), 
may  be  swimming  upstream. 

One  frustrated  judge  quipped: 
"What  do  they  teach  in 
Arkansas?  is  there  something  In 
the  drinking  water  in  Arkansas 
that  says  perjury  is  all  right?” 

We’ll  be  right  back 

Trust  those  stoical  Swedes,  the 
European  champions  of  the 
pregnant  pause,  to  develop  a 
sure-fire  way  of  filling  an 
embarrassing  silence  in  a 
telephone  conversation. 

.  Conversationalists  may  be 
fuming  about  GratisTeL  foe 
Swedish  company  that 


introduced  Europe  to  foe  joys  of 
free  phone  calls  with  ad  breaks 
and  plans  to  take  “sponsored 

telephony”  to  the  UK. 

But  while  both  ends  of  the  line 
might  be  sent  loopy  by  regular 
10-second  commercials  from 
anyone  from  CNN  to  Amnesty 
International,  there  are  some 
unexpected  benefits  too. 

For  those  dreary  duty  calls  -  to 
family  or  forgotten  friends  -  the 
advertising  can  be  heaven-sent 
You  always  know  It  won't  be 
long  before  a  happy  voice 
suggests  a  trip  to  the  cinema  or 
a  Big  Mac.  So  what  better  way 
could  there  be  to  discuss  foe 
weather  or  listen  to  a  tedious 
relative's  latest  gripes? 


Outbid 


A  word  of  warning  to  all  those 
ambitious  e-auctioneers  out 
there.  Last  week.  Observer  was 
only  too  happy  to  celebrate  foe 
$400,000  sale  of  foe  historic 
bedroom  suite  rn  which,  it’s 
thought,  Canada's  first  prime 
minister  once  snoozed. 

But  the  sad  truth  has  since 
emerged.  The  bidder  for  the 
suite,  who  also  tried  to  buy  a 
1955  Ford  convertible  and  a  Van 
Gogh  painting,  turns  out  to  be  a 
New  Jersey  teenager  who  used 
his  parents’  account  on  eBay, 
the  online  auction  service. 

The  buying  binge  Is  now  over. 
Junior’s  been  grounded.  “I’m  off 
foe  internet,"  he  laments.  The 
internet’s  probably  gone  off  him 
too. 


country  with  a  similar  popula¬ 
tion,  but  also  lower  than  foreign 
Investment  in  Thailand.  Singa¬ 
pore.  Malaysia,  and  even  Chile,  a 
country  of  13m  people,  the  popu¬ 
lation  of  Delhi. 

According  to  the  latest  esti¬ 
mates  of  the  Centre  for  Monitor 
tog  Indian  Economy,  a  private 
think  tank,  FD1  flows  to  India  are 
29  per  cent  down  so  far  this  year. 

Moreover,  the  more  govern¬ 
ment a  chop  and  change,  the  more 
cautious  bureaucrats  become.  “A 
good  bureaucrat  now  is  one  who 
makes  sure  the  government 
doesn't  take  any  big  decisions.” 
one  of  India's  senior  mandarins 
says. 

Nor  is  it  only  the  economy  that 
suffers  from  an  unstable  govern¬ 
ment.  There  is  an  immediate  cost 
to  India’s  foreign  policy,  now  of 
more  pressing  international  con¬ 
cern  than  ever  after  Delhi’s 
nuclear  test  blasts  in  1998.  and 
Pakistan's  matching  explosions. 

Bilateral  talks  between  India 
and  Pakistan  have  been  stripped 
of  political  substance  because  of 
the  government’s  fell  to  Delhi  A 
similar  fate  has  befallen  the  care¬ 
fully  nurtured  US  diplomacy 
towards  India  following  its 
nuclear  tests.  US  officials  have 
already  written  off  the  prospect 
of  India  signing  the  Comprehen¬ 
sive  Test  Ban  Treaty  by  its  Sep¬ 
tember  deadline. 

Unless  the  BJP  is  again  at  the 
centre  of  the  next  government, 
and  Jaswant  Singh,  foreign  min¬ 
ister.  can  continue  his  dialogue 
with  Strobe  Talbott,  US  deputy 
secretary  of  state,  US  officials  say 
they  fear  Washington’s  nuclear 
diplomacy  with  India  “will  have 
to  start  all  over  again". 

Moreover.  US  officials  fear  dis¬ 
continuity  of  government  is  pre¬ 
venting  India  from  formulating  a 
coherent  nuclear  doctrine,  some¬ 
thing  the  US  and  other  western 
powers  would  sorely  like  India  to 
have. 

“They  have  an  intuitive  one, 
but  going  from  the  intuitive  to 
strategic  command  and  control, 
these  are  very  different  matters,” 
a  senior  US  official  says.  “They 
have  to  show  more  of  their  strat¬ 
egy  and  what  they  believe  is 
their  capability  than  just  a  cou¬ 
ple  of  tests.  There  is  also  a  real 
question  of  who  is  vested  with 
responsibility  for  what" 

Unfortunately,  neither 
the  economy  nor  for¬ 
eign  policy  is  likely  to 
feature  in  the  forth¬ 
coming  elections.  For  India’s 
main  parties,  the  issues  are  sim¬ 
ply  who  can  offer  the  most  “sta¬ 
ble”  government  and  the  most 
“able"  prime  minister.  Voters, 
meanwhile,  are  more  concerned 
about  the  price  of  food,  bus  feres, 
and  the  state  of  their  village 
roads,  schools  and  clinics. 

Broader,  more  detailed  policy 
debate  is  another  cost  of  the 
country's  fractured  politics.  Some 
analysts  worry  about  the  jostling 
for  power  among  India’s  newly 
emerging  smaller  parties.  But  the 
consequences  are  not  all  nega¬ 
tive.  Mr  Yadav  says. 

He  dtes  a  survey  during  the 
1996  elections,  live  years  after 
India  embarked  on  reforms, 
which  found  that  only  IB  per  cent 
of  Indians  had  “vaguely"  heard 
about  the  liberalisation  and  dis¬ 
mantling  of  centralised  economic 
controls. 

“What  you  don’t  see  Is  the  poli¬ 
tics  addressing  the  aggregate, 
looking  at  the  larger  interest  We 
have  not  yet  entered  an  era 
where  for  example  economic  lib¬ 
eralisation  Is  being  debated 
openly,"  Mr  Yadav  says.  "In 
other  ways  though  it’s  a  wonder¬ 
ful  development,  since  the  real 
issues,  the  people’s  issues  are 
coming  to  the  fere." 


100  years  ago 

April  prospectuses 

The  joint  stock  statistics  for 
foe  month  of  April  exhibit  a 
very  decided  falling  off  as 
compared  with  those  for 
March,  and  are,  indeed,  so  far 
below  foe  average  that  to  find 
a  parallel  it  Is  necessary  to  go 
back  to  the  summer,  when  the 
world  and  his  wife  were  out  of 
town.  The  inaction  has  been 
most  noticeable  in  foe  section 
that  Is  usually  responsible  for 
the  biggest  figures  and  the 
chief  sensations  -  namely,  that 
of  new  Industrial  flotations  - 
and  had  it  not  been  for  a  small 
rush  of  fresh  issues  by  existing 
companies,  the  record  would 
have  been  miserable  in  the 
extreme. 


50  years  ago 

Crisis  in  films 

British  Uon  shareholders  have 
listened  this  week  to  some 
home  fruths  from  their 
chairman  about  conditions  in 
the  British  film  producing 
industry.  For  foe  last  seven 
years  it  has  been  chasing  a 
phantom  of  technical 
prelection,  by  indulgence  in 
over-lavish  spending  and 
over-ambitious  production 
programmes.  Last  year, 
cinema  attendances  began  to 
decline,  and  the  effect  was  felt 
of  Hollywood's  virtual  embargo 
on  imports  of  British  films. 
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Low  gear 


perhaps  investors  will  believe 
Volkswagen  this  tune.  When  the  German 
carmaker  warned  in  February  that  profits 
would  struggle  to  rise  this  year  -  dashing 
consensus  forecasts  of  IS  per  cent  growth 
-  the  market  scoffed  The  assumption  was 
that  VW  was  pleading  poverty  as  a  ploy  in 
its  pay  tpiks  with  the  unions. 

Those  negotiations  have  since  con¬ 
cluded.  But  the  figures  -  pace  yesterday's 
surprisingly  bad  first-quarter  results  - 
remain  poor.  Hence  the  6  per  cent  Safi  In 
the  shares.  It  is  not  clear  where  exactly 
the  problem  lies.  It  is  certainly  not  a  sales 
issue.  Revenues  rose  by  8  per  cent  -  per- 
fectly  respectable  for  the  industry. 
Though  there  was  a  glitch  in  Brazil, 
where  sales  slumped,  this  was  foreseen 
and  also  compensated  for  by  market  share 
gains  in  western  Europe. 

The  concern  Is  that  VW’s  rivals  are 
beginning  to  squeeze  its  margins  in 
Europe.  The  group’s  marketing  expenses 
appear  to  have  risen  by  more  than  20  per 
cent  in  the  first  half,  twice  the  market 
expectation.  But  VW  has  not  provided  an 
adequate  explanation.  As  usual,  the  com¬ 
pany  seems  unwilling  to  provide  any 
more  than  the  bare  minimum  of  informa¬ 
tion.  This  year,  VW  seems  to  be  lapsing 
into  its  shareholder-unfriendly  ways  in 
grand  style.  The  underlying  situation  still 
seems  relatively  strong  but  until  VW 
gives  a  clearer  explanation,  there  is  no 
compelling  reason  to  buy  the  shares. 

Cadbury  Schweppes/Coke 

When  a  company  does  a  good  job  in 
selling  the  merits  of  a  deal,  problems  in 
execution  are  particularly  bad  news.  Even 
without  the  intervention  of  Karel  Van 
Miert,  Europe’s  competition  commis¬ 
sioner,  Cadbury  Schweppes  was  encoun¬ 
tering  sticky  patches  in  its  planned 
31 .35b  n  soft  drinks  sale  to  Coca-Cola.  Indi¬ 
vidually  each  setback  can  be  explained 
away;  Belgium  is  small;  a  few  revisions 
were  inevitable;  so  was  political  noise. 
But  the  risk  is  now  much  higher  that  the 
sale  will  drag  on  longer  and  bring  in  less 
than  envisaged. 

That  is  not  the  only  concern  fbr  inves¬ 
tors.  Cadbury  sold  the  story  very  hard 
that  it  was  too  small  in  soft  drinks  outside 
the  US  to  make  it  worth  investing  to 
expand  -  despite  the  global  potential  of 
Dr  Pepper  and  Schweppes.  This  is  a  pity. 


America  OnSne 


1200. 


It  could  have  said  that  its  international 
ambitions  for  these  brands  remained 
valid,  but  tt  could  not  refuse  Coke's  offer 
of  20  times  operating  profits.  That  would 
have  strengthened  its  current  negotiating 
position.  Cadbury  can  only  hope  that 
Coke  is  so  keen  to  get  its  hands  on  non- 
oola  brands  to  lift  Its  flagging  volumes 
that  it  will  not  now  drive  a  much  harder 
bargain. 

Assuming  Cadbury  is  still  huflrifng  iwir 
towards  its  confectionery  roots,  the  ques¬ 
tion  remains:  can  it  replace  drinks  with 
something  better  -  especially  as  the  buy¬ 
back  alternative  looks  uninspiring  for  a 
company  on  more  than  20  times  1999  earn¬ 
ings  forecasts? 

Internet  stocks 

Given  Internet  companies’  lack  of  prof¬ 
its,  Investors  rely  on  alternative  yard¬ 
sticks  to  value  internet  stocks.  The  prob¬ 
lem  is  that  these  can  be  even  more 
susoeptible  to  fudge  and  fiddle  than  good 
old  p^mihgH  numbers. 

Take  a  web  site's  “stickiness”,  a  key 
factor  in  attracting  advertisers  and  mer¬ 
chants.  America  Online  has  just  reported 
that  its  17m  members  spend  an  average  of 
55  minutes  a  day  (up  from  46  last  year) 
within  its  universe.  This  compares  with  28 
minutes  fbr  Yahoo!  and  eight  for  Lycos. 
Such  a  large,  patient  audience  is  clearly  a 
powerful  draw  -  the  group's  quarterly  ad 
and  e-commerce  revenues  doubled.  But 
AOL  counts  rather  generously.  It  keeps 
the  clock  ticking  even  if  users  have 
clicked  through  to  the  worldwide  web  or 


minimised  their  AOL  window  to  work  on 
another  task  -  and  can  no  longer  see  the 
relevant  ad  or  promotion.  While  the  com¬ 
pany  says  advertisers  are  perfectly  aware 
of  this  and  pay  accordingly,  many  casual 
investors  may  not  be. 

Another  example  is  audience  reach. 
Lycos  shares  Jumped  by  mare  than  a  third 
last  week  when  one  Internet  ratings 
agency  said  it  reached  45  per  cent  of  all 
home  internet  users,  as  many  as  Yahoo!. 
A  few  days  later,  however,  a  rival  agency 
put  the  figure  at  just  33  per  cent. 

As  internet  companies  start  making 
money  -  AOL  and  Yahoo!  already  do  - 
investors  can  begin  to  gauge  them  on 
hard  financial  ^ata.  Meanwhile,  they 
should  treat  these  new  means  of  measure¬ 
ment  with  caution. 

Sega 

Poor  old  Sonic.  Having  been  run  over 
by  Sony's  PlayStation  Juggernaut,  Sega’s 
once  ubiquitous  hedgehog  cuts  a  low  pro¬ 
file  these  days.  The  reason  is  not  hard  to 
find.  Sega  allowed  rivals  to  overtake  It 
technologically  in  the  mid  1990s.  The 
result:  it  now  trails  a  distant  third  in  the 
video  games  market  behind  Sony  and  Nin¬ 
tendo. 

Sega  has  been  hoping  to  revive  its  for¬ 
tunes  by  doing  some  overtaking  itself.  But 
this  is  proving  more  difficult  than,  expec¬ 
ted.  Sales  of  its  powerful  new  Dreamcast 
system,  launched  in  Japan  In  November, 
have  been  disappointing.  To  be  fair,  this 
reflects  pre-Christmas  production  prob¬ 
lems  rather  flian  iwimmur  indifference. 
But  Sega  can  ill  afford  slip-ups,  particu¬ 
larly  with  launches  in  the  US  and  Europe 
coaxing  up.  Sony  plans  to  respond  with  an 
upgraded  PlayStation  at  the  end  of  1999, 
so  it  has  only  this  year  to  make  bay  at  Its 
rivals'  expense. 

Encouragingly,  the  hedgehog  seems 
determined  to  raise  bis  spines  and  make  a 
fight  of  it  Sony,  the  latecomer,  mowed 
down  Sega  and  Nintendo  by  supplying 
reams  of  games  software  as  well  as  sexier 
consoles.  Sega  has  learnt  this  less  cm  and 
Is  beefing  up  Its  software  offer.  Even  bet¬ 
ter,  it  is  promising  a  radical  restructuring, 
axing  a  quarter  of  the  4,000-stnmg  work¬ 
force  and  shedding  its  loss-making  amuse¬ 
ment  arcade  side.  Focusing  on  games 
makes  sense.  But  if  Dreamcast  fails  to 
deliver,  Sega  has  no  fanhapfe 
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FT  WEATHER  GUIDE 


Europe  today 

The  central  and  eastern 
Mediterranean  will  be  fine  and 
warm  with  prolonged  sunshine,  but 
inland  parte  of  northern  Italy, 
northern  Greece  and  the  Balkans 
win  have  scattered,  thundery 
showers.  Much  of  Spain  and 
Portugal  win  be  unsettled  with 
heavy  showers,  but  eastern  Spain 
should  stay  fine.  North-east 
France,  the  Low  Countries, 
Germany  and  the  eastern  Alps  will 
be  dry  and  settled  with  sunshtna 
Scandinavia  will  be  bright  and 
breezy  with  sunshine  and  showers, 
the  showers  mainly  In  the  north 
and  north-west. 

Five-day  forecast 

France  and  the  Iberian  peninsula 
wffl  be  unsettled  with  heavy 
showers  and  local  thunderstorms, 
but  there  should  be  sunshine  from 
Sunday.  Central  and  north-east 
Europe  will  become  showery,  but 
southern  Italy  and  Greece  should 
stay  sunny  and  warm. 


Stoatk*  <tf  mkfday.  TempenOuna  maximum  for  day.  Forecasts  by  H4'  WEATHERCENTRE 
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Pressure  grows  in  Tokyo 
for  supplementary  budget 


Members  of  ruling  party  add  to  G7  call  for  further  fiscal  boost 
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By  Hcffiyo  Nakanoto  In  Tokyo 


The  Japanese  government  yesterday 
game  under  increasing  pressure  to 
introduce  a  supplementary  budget  to 
prevent  a  further  economic  slow¬ 
down  this  year. 

Shizuka  Kamel,  a  senior  member 
of  the  ruling  Liberal  Democratic 
party  and  deputy  bead  of  one  of  its 
main  five  factions,  said  the  govern¬ 
ment  would  need  to  implement  an 
additional  -  budget  exceeding 
Ylo,QQ0bn  (S84bn).  “We  must  have  a 
supplementary  budget, "  he  warned. 
“I  don’t  think  we  can  say  with  confi¬ 
dence  the  economy  has  hit  bottom.” 

OHharu  Yasuoka,  hand  of  a  key 
LDP  financial  panel,  also  thought 
the  government  would  have  to  adopt 
flrittrtionfli  measures.  “The  hwib  will 
come  to  consider  the  need  for  [a 
supplementary  budget],”  he  said. 

The  calls  for  a  further  fiscal  boost 
camp  on  the  eve  of  a  visit  to  the  US 
by  Keizo  Obucbi.  Japan’s  prime  min¬ 
ister,  and  followed  this  week’s  meet¬ 
ing  of  finance  ministers  from  the 
Group  of  Seven  industrialised 


nations,  where  Japan  again  faced 
pressure  to  adopt  further  measures 
to  resuscitate  its  economy. 

Last  week  ShoichiNakagawa,  agri¬ 
culture  minister,  and  Katsutsugu 
Seldya,  construction  minister,  indi¬ 
cated  they  believed  another  budget 
would  be  necessary  in  the  autumn. 

However,  Mr  Obuchi  yesterday 
reiterated  the  government's  line  that 
a  supplementary  budget  was  not 
under  consideration.  “It  would  not 
be  right  to  say  that  now  that  we 
have  reduced  the  tax  rate  we  won’t 
have  to  do  anything  tomorrow,  but  I 
believe  measures  [already  imple¬ 
mented]  will  bear  fruit,”  he  said. 

Having  just  adopted  an  unprece¬ 
dented.  Y82,000bn  budget  for  the  fis¬ 
cal  year  beginning  this  month,  Japa¬ 
nese  political  leaders  have  been  at 
pains  to  deny  that  the  country  needs 
another  budget  - 

Many  economists  agree  that  a  sup¬ 
plementary  budget  is  inevitable, 
however.  “I  can't  think  of  anything 
else  apart  from  a  supplementary 
budget ...  to  achieve  the  govern¬ 
ment's  goal  of  0.5  per  cent  growth,” 


said  Hiroshi  Kato,  president  .oTChiba 
University  of  Commerce  and  head  of 
the  government’s  •  influential  Tax 
Commission. 

Speaking  in  a  private  capacfty.-jflr  - 
Kato  said  he  believed  that  to  achieve 
the  0.5  per  cent  target,  Japan  would, 
need  at  least  Y15,000bn  In  supple- 

mentary  spending.  • 

Underlining  the  dismal  outlook  Jr* 
the  Japanese  economy,  the  Ministry 
of  International  Trade  and  Industry 
yesterday  forecast  that  overall 
industrial  production  would  fell  &2 
per  cent  in  April. 

“Although  a  decline  in  production 
appears  to  be  approaching  bottom, 
the  prospects  for  final  demand  are 
uncertain."  Miti  said.  - 

The  ministry  also  announced  a 
preliminary  2 2.  per  cent  seasonally 
adjusted  rise  in  March  industrial 
production.  The  increase,  larger 
than  expected,  was  attributed  to  spe¬ 
cial  year-end  factors  and  strength  in 
specific  sectors  such  as  mobile 
phones.  Industrial  production  far  the 
whole  of  fiscal  1998  fell  7.1  per  cent  - 
Its  worst  decline  in  24  years. 


US  approves  sale  of  early 
warning  system  to  Taiwan 


By  Stephen  Hdter  in  Washington 
and  Mura  Dickie  to  Taipei 


The  Clinton  administration,  has 
given  approval  in  principle  for 
Taiwan  to  purchase  an  early  warn¬ 
ing  radar  system  from  the  US,  in  a 
development  likely  to  anger  China. 

Approval  is  believed  to  have 
emerged  from  this  week’s  annual 
arms  procurement  talks  between 
administration  officials  and  repre¬ 
sentatives  of  the  Taiwanese  govern¬ 
ment 

The  talks,  held  on  Tuesday,  were 
postponed  from  earlier  in  the  year  to 
avoid  coinciding  with  the  visit  to 
Washington  of  Zhu  Rongji,  the  Chi¬ 
nese  premier. 

The  decision  shows  that  objections 
from  within  the  administration  to 
the  sale  to  Taiwan  of  the  long-range 
early-warning  phased-array  radar 
have  been  laid  aside. 

Approval  required  the  unanimous 
agreement  of  the  Pentagon,  the  State 
department  and  the  White  House. 
The  State  department  and  President 


Bill  Clinton’s  National  Security 
Council  had  previously  objected 
because  sale  of  such  a  system  would 
be  provocative  to  China. 

However,  a  declassified  Pentagon 
report  to  Congress  this  year  on  the 
security  situation  in  the  Taiwan 
Strait  reported  on  an  expected  sub¬ 
stantial  build-up  in  China’s  arsenal 
of  short-range  ballistic  missiles 
deployed  across  the  strait.  Another 
report,  still  classified,  suggested  the 
bufid-up  had  begun  in  earnest 

The  declassified  version  said: 
“Taiwan’s  most  significant  vulnera¬ 
bility  is  its  limited  capacity  to 
defend  against  the  growing  arsenal 
of  Chinese  ballistic  missiles." 

This  increased  pressure  from  Con¬ 
gress  on  the  administration.  Benja¬ 
min  Gilman,  chairman  of  the  House 
international  relations  committee, 
sent  letters  this  month  to  Mr  Clinton 
and  Madeleine  Albright,  secretary  of 
state,  urging  the  sale  of  the  radar. 
Mi  Gilman  said  yesterday  the  deci¬ 
sion,  if  confirmed,  “will  send  an 
important  signal  to  the  People's 


Republic  of  China  about  our  resolve 
to  assist  Taiwan  in  providing  for  its 
legitimate  self-defence  needs”. 

The  sophisticated  radar  system 
would  also  allow  defence  against 
other  forms  of  assault  on  Taiwan.  Its 
cost  would  probably  run  to  $7Q0m 
with  Raytheon.  Lockheed  Martin 
and  ITT  being  likely  to  bid,  accord¬ 
ing  to  Congressional  experts.  CSF- 
Thomson  of  France  may  also  com¬ 
pete  for  the  system. 

In  Taipei.  Jason  Hu.  Taiwan’s  for¬ 
eign  minister,  told  legislators  yester¬ 
day  that  the  radar  system,  which 
could  lengthen  the  warning  of  a  mis¬ 
sile  attack  by  five  minutes,  was 
purely  defensive. 

China  opposes  the  sale  of  sophisti¬ 
cated  military  equipment  to  Taiwan, 
which  it  considers  a  rebel  province 
Early  warning  systems  are  particu¬ 
larly  suspect  as  Beijing  fears  they 
could  become  part  of  a  proposed  US- 
led  anti-missile  shield  that  might 
cover  Taiwan. 


China  puds  out  of  Apec  talks,  Page  6 
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IteHan  business  falls  into  old  habits 

and  monetary  union,  new  corporate 
Governance  ralee  and  financial  regulation^ 

Italy  to  a  business  revo- 
5S“V1Bul  the  Telecom  Italia  saga  has  shown 
212?."^ .2  government  interventionism  and 
entrenched  interest  reassert  itself.  Page  20 

Slovakia  gears  up  for  privatisations 

-  The  Slovak  government 

of  Mikulas  Dzurinda 
jflHL  (left)  took  office  last 
October  believing  in 
the  fundamental  impor- 
tance  of  infecting  for- 
JBW  eign  capital  and  exper- 
fee  into  the  country's 

‘jfl  Slovak  banking  sector, 
one  of  the  most  fragile 
in  Europe,  is  at  last 
undergoing  change, 

witn  two  of  the  three  big  state-controlled  banks 
due  to  be  privatised  within  the  year.  Page  15 

Euro.NM  takes  in  three  new  markets 

The  Stockholm,  Copenhagen  and  Zurich  stock 
markets  are  poised  to  join  Euro.NM  by  the  end 
of  June,  prompting  the  pan-European  alliance  of 
growth-company  stock  to  consider  further  har¬ 
monisations  of  its  listing  requirements.  Page  24 

Fresh  listings  put  heat  under  Iceland 

A  flurry  of  privatisations  and  new  listings  has 
ignited  popular  interest  in  the  Icelandic  stock 
market  trebling  turnover  in  the  first  quarter  to 
$48Sm,  compared  with  $555m  for  the  whole  of 
last  year.  Emerging  market  focus.  Page  36 

Auctioneers  sell  cows  in  cyberspace 

A  Canadian  internet  group,  e- Auction  Global 
Trading,  is  selling  cattle  in  cyberspace  as  it 
establishes  itself  in  the  online  commodities  auc¬ 
tions  market  that  (inks  businesses  electronically 
to  their  supply  chain.  Last  year  $5 bn  worth  of 
commodities  were  traded  via  internet  auctions, 
most  of  it  in  the  energy  sector.  Page  16 

Bitter  struggle  for  Fiji’s  golden  prize 

Fiji’s  Vatukoula  mine  has  produced  6m  ounces 
of  gold  in  the  past  65  years  and  yields  120,000 
ounces  a  year.  But  Emperor  Mines,  its  Austra¬ 
lian-listed  owner,  is  locked  in  an  acrimonious 
corporate  struggle  with  South  Africa's  Durban 
Roodeport  Deep.  Commodities,  Page  26 

Latvia  plans  debut  in  euro  bonds 

Latvia  is  to  follow  neighbouring  Lithuania  and 
issue  its  debut  euro-de nominated  bond  this 
month.  The  Latvian  offering,  its  first  visit  to  the 
international  capital  markets,  is  expected  to  be 
far  €1 50m-€20Qm  (Sl59m-$212mJ.  Page  24  i 

Singapore  Press  rises  on  payout  talk 

Investors  are  keeping  a  dose  watch  on  Singa¬ 
pore  Press  Holdings,  the  btty  state’s  de  tocto 
newspaper  monopoly,  afterits  shares  soared  to 
S$23.60  yesterday  on  rumours  of  more  payouts 
from  a  cash  pile  of  SSI  bn  ($588m).  Page  14  , 
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EU  takes  tough  line  on  Coke  deal 


By  Nek  Buckley  In  Brussels, 

Betty  Liu  bi  Atlanta 
and  John  Wfflman  in  London 

The  European  Union’s 
competition  commissioner 
warned  Coca-Cola  yesterday 
that  it  faced  potentially  heavy 
fines  unless  it  submitted  its 
planned  acquisition  of  Cad- 
bury-Schweppes'  non-US  soft 
drinks  business  for  EU 
approval. 

In  a  strongly-worded  warn¬ 
ing,  Karel  Van  Miert  accused 
the  US  drinks  giant  of  attempt¬ 
ing  to  bypass  the  scrutiny  of 
the  European  Commission  by 
notifying  the  $i^sbn  deal  to 
national  competition  authori¬ 
ties. 

“We  are  going  to  deal  with  it 
and  if  Coca-Cola  refuses  to 

Laura 
Ashley’s 
US  chain 
to  be  sold 
for  $1 

By  Maggie  Urry 

Laura  Ashley,  the  UK  retailer 
of  quintessential!?  English 
frocks  and  furnishings,  is  seD-  ; 
ing  its  US  business  for  $1  in  a 
deal  with  Its  bankers  to  stave  ' 
off  insolvency. 

The  banks  demanded  both 
the  sale  and  an  agreement  to 
raise  new  equity  as  a  condition 
for  the  extension  of  banking 
facilities  due  to  expire 
tomorrow. 

Without  the  £43m  ($69m) 
facility,  Laura  Ashley,  now  40 
per  cent  owned  by  a  Malaysian 
group,  said  it  could  not  avoid 
insolvent  liquidation.  Zt  is 
advising  shareholders  to  agree 
to  the  sale  and  a  £25m  rights 
issue  to  keep  the  business 
going.  The -.company's  shares 
fell  lKp  to  16p. 

The  retailer  was  once  consid¬ 
ered  a  business  success.  Its 
demise  began  with  the  sudden 
death  of  its  founder,  before  the 
group’s  public  offering  in  the 
mid-1960s.  Since  then  the 
chain  has  had  seven  chief 
executives. 

Richard  Hyman.,  of  retail 
consultants  Verdict  Research, 
said  Laura  Ashley  was  “a  busi¬ 
ness  neglected  and  abused”. 
Expansion  internationally  had 
been  ill-judged,  while  in  the 
UK  it  “does  not  have  a  natural 
constituency  any  more". 

In  January  ft  appointed  Pat 
Robertson,  the  American  TV 
evangelist  to  the  board,  caus¬ 
ing  jokes  that  the  company 
was  praying  for  a  miracle. 

However,  Stephen  Cox,  the 
company  secretary,  said  the 
Laura  Ashley  brand  was  “still 
Incredibly  strong  on  a  world¬ 
wide  basis”.  It  has  4.500 
employees  in  the  UK  and  con¬ 
tinental  Europe. 

Under  the  agreement  with 
the  six-strong  banking  syndi¬ 
cate,  the  £43m  facility  will  be 
extended  for  a  year,  providing 
the  sale  of  the  US  drain  and  a 
£25m  rights  issue  are  agreed  to 
by  Hip  end  of  July. 

Malayan  United  Industries, 
which  last  year  took  a  40  per 
cent  stake  in  Laura  Ashley  for 
£43.5m,  is  underwriting  the 
one-for-two  rights  issue  priced 
at  13p.  If  other  shareholders  do 
not  take  up  their  rights,  MUI 
wifi  end  with  a  60  per  cent 


Further,  the  only  buyer  the 
group  could  find  for  its  North 
American  chain,  after  a 
lengthy  search  by  Goldman 
Sachs,  the  group's  advisers, 
was  the  management,  which  ia 
being  backed  by  MUI  and 
other  related  parties.  The  con¬ 
sent  of  independent  sharehold¬ 
ers  for  both  parts  of  the  deal  fa 
therefore  required. 

The  sale  of  the  North  Ameri¬ 
can  subsidiary  involves  a 
write-off  of  £20. 6m  of  inter¬ 
company  debt.  Laura  Ashley 
Inc  would  in  future  act  as  a 
franchise,  selling  only  Laura 

Ashley  branded  products. 

The  group  also  reported  a 
loss  for  the  year  to  January  of 
£16.7mJrir  Cca  said  the  North 
American  company  made  £L4m 
of  the  1999  loss,  and  £19m  of 
the  1998  loss,  so  its  disposal 
would  “make  Laura  Ashley  a 
much  better-looking  business”. 

The  Ashley  family  trust  stffl 
owns  17.4  per  cent  of  the 
group's  shares.  Sir  Bernard 
Ashley,  Mrs  Ashley's  widower, 
holds  L58  per  emit.  He  has 
pledged  to  vote  in  favour  of 
the  deals,  but  win  not  take  up 
his  rights.. 

PwC,  the  group’s  auditors, 
said  It  prepared  the  accounts 
on  a  “going  concern"  basis.  If 
the  bank  deal  did  not  go 
atwad,  the  accounts  would  no 
iffflwr  be  valid. 


Van  Miert  demands  right  to  scrutinise  Cadbury  purchase 


notify  the  case  then  we  wont 
hesitate  to  launch  the  proce¬ 
dures  whereby  we  could  apply 
fines,”  he  said.  “Coca-Cola 
should  learn  to  respect  the 
rules  like  everybody  else." 

The  Commissioner's  com¬ 
ments  are  the  latest  blow  to 
the  deal,  which  was  blocked 
this  week  by  Belgium’s  compe¬ 
tition  authorities.  The  Belgian 
decision  and  the  recent  resub¬ 
mission  in  Australia  have 
heightened  advisers'  fears  that 
rejections  could  follow  in  other 
countries  including  Germany, 
Spain  and  Mexico. 

PepsiCo,  Coke's  main  com¬ 
petitor,  welcomed  Mr  Van 
Miert 's  statement:  “We  are 


glad  the  EU  as  we]]  as  its 
member  states  and  other  coun¬ 
tries  around  the  world  have 
voiced  a  concern  about  the 
anti-competitive  aspects  of  this 
deal.” 

But  Coke  and  Cadbury 
expressed  dismay,  saying  they 
had  cooperated  with  the  Com¬ 
mission's  Inquiries  and  were 
still  in  negotiations  with  it. 

The  deal  involves  more  than 
120  countries,  but  regulatory 
clearance  is  needed  to  only  20 
or  so.  Smaller  countries  such 
as  Ireland  and  Finland  have 
given  approval  but  several 
larger  countries  have  yet  to 
nod  it  through  -  including 
Germany  where  the  Federal 


Cartel  Office  has  objections. 

“It  was  never  a  deal  that  -was 
going  to  go  straight  past  the 
competition  authorities.”  said 
David  Kappler,  Cadbury's 
finance  director.  “Where  they 
have  concerns  we  are  ready  to 
discuss  solutions  that  meet 
those  concerns  so  long  as  it  is 
commercially  viable  for  us  and 
Coca-Cola.” 

Under  the  deal.  Coke  will 
acquire  brands  such  as  Dr  Pep¬ 
per,  Seven- Up,  Canada  Dry  and 
Schweppes  outside  the  US  and 
France,  but  not  the  associated 
bottling  operations. 

The  two  companies  have 
excluded  income  from  bottling 
in  calculating  the  deal’s  value 


so  it  falls  below  the  thresholds 
for  an  automatic  investigation 
by  the  Commission. 

Mr  Van  MJen  said  the  bot¬ 
tling  operations  had  to  be 
included  and  accused  Coke  of 
hying  to  play  national  authori¬ 
ties  off  against  the  EU-wide 
regulator  by  submitting  it  for 
approval  country  by  country. 

The  European  Commission 
has  exclusive  right  to  approve 
mergers  involving  total  global 
turnover  of  more  than  €5bn, 
when  at  least  two  of  the  merg¬ 
ing  companies  have  combined 
turnover  of  more  than  €25om 
within  the  EU. 

Additional  reporting  try  Uta 
Hamischfeger  in  Frankfurt 

Editorial  Comment,  Ptege  11 
Lex,  Page  12 


Europeans  get  taste  for  bonds 


Appetite  for  risk 
has  grown  as  credit 
ratings  have  fallen, 

says  Edward  Luce 


Bond  boost 


Agrowing  number  of 
European  companies 
are  switching  from  the 
bank  to  the  bond  markets  to 
take  advantage  of  changes 
wrought  by  Europe's  move  to 
a  single  currency  and  histori¬ 
cally  low  interest  rates. 

The  volume  of  bonds  issued 
by  companies  in  the  European 
currency  rose  almost  sevenfold 
to  €21bn  (S2L25bn)  in  the  first 
three  months  of  1999  up  from 
€3.4bn  (in  Europe's  legacy  cur¬ 
rencies)  in  the  first  quarter  of 
199a  according  to  J.P.  Morgan. 

Perhaps  more  importantly, 
the  average  credit  rating  of 
companies  Issuing  bonds  has 
fallen  sharply  since  the  launch 
of  the  single  currency  in  a  sign 
of  much  stronger  European 
Investor  appetite  for  risk. 

Of  all  corporate  bonds  issued 
this  year,  46  per  cent  have  a 
credit  rating  of  single  A  from 
the  international-  agencies. 
This  compares  with  just  22  per 
cent  in  1998,  itself  a  much 
higher  proportion  than  earlier 
years.  Before  this,  Europe's 
I  bond  markets  were  dominated 
by  AAA  and  AA-rated  qussi- 
:  sovereign  and  financial  bonds. 

I  An  impressive  list  of  house¬ 
hold  names  has  issued  interna- 
ttonal  bonds  for  the  first  time 
recently,  including  Pirelli, 
Fiat,  Lafarge,  Telefonica,  Por- 
I  sche  and  many  lesser  known 
i  European  financial  groups. 

Bankers  say  that  much  of 
I  the  momentum  comes  from 
I  the  realisation  by  European 
I  companies  that  they  can  lock 
>  in  to  lower  rates  of  funding  for 
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longer  maturities  by  issuing 
bonds  rather  than-loaus. 

'“European  companies  must 
have  a  business  strategy  to 
cope  with  the  single  currency 
but  -  just  as  importantly  - 
they  have  to  have  a  clear 
financial  strategy,"  said  Paul 
Hearn,  head  of  European  capi¬ 
tal  markets  at  J.P. Morgan. 
“The  company  with  the  broad¬ 
est  investor  base  and  the  best 
global  distribution  [of  its 
bonds]  will  have  a  much  stron¬ 
ger  chance  of  succeeding." 

Graham  Bishop,  adviser  on 
European  finance  to  Salomon 
Brothers,  says  that  much  of 
the  new  demand  for  these 
bonds  comes  from  banks  them¬ 
selves.  “Banks  are  giving  up 


loans  and  buying  bonds 
instead,"?  said  Mr 'Bisbop.  “It 
makes  much  better  economic 
sense  for  them  to  do  so.” 

Under  international  capital 
adequacy  rules,  loans  to  com¬ 
panies  must  have  a  100  per 
cent  “risk  weighting”,  which 
means  banks  must  provision  8 
per  cent  worth  of  the  loan 
against  the  risk  of  default  The 
risk  weighting  for  bonds  is  25 
per  cent  -  or  2  per  cent  worth 
of  the  bond.  However,  there  is 
also  a  market  risk  involved  in 
holding  bonds  which  may 
increase  the  cost  of  holding  it 

European  pension,  insurance 
and  mutual  funds  have  also 
become  significant  buyers  of 
corporate  bonds  since  the 


launch  of  the  euro.  This  in 
part  reflects  the  historically 
low  yields  available  on  Euro¬ 
pean  government  bonds  and 
the  need  for  investors  to  find 
higher-yielding  alternatives. 

But  it  is  also  being  driven  by 
new  retail  investors  who  are 
increasingly  disenchanted 
with  the  low  interest  rates 
paid  on  their  bank  deposits. 
“Banks  are  trying  to  take 
advantage  of  low  interest  rates 
by  offering  their  customers 
other  products  such  as  mutual 
funds,"  said  one  fund  man¬ 
ager.  “Corporate  bond  funds 
are  one  of  the  fastest  growing 
vehicles  for  retail  money." 
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Luxottica’s 
Ray-Ban 
acquisition 
puts  rivals 
in  the  shade 

By  Paul  Bans  ie  Milan 

The  Ray-Ban  sunglasses  brand 
was  acquired  yesterday  by 
Luxottica  of  Italy,  the  world's 
largest  eyewear  manufacturer 
and  optical  retailer. 

It  was  included  in  the  sun¬ 
glasses  business  bought  for 
S64€m  from  the  US  Bausch  & 
Lomb  healthcare  group. 

Luxottica  beat  competing 
bids  from  Its  Italian  rival  Saf- 
ilo  and  Polaroid  of  the  US. 

This  is  the  second  signifi¬ 
cant  US  acquisition  by  the  Ital¬ 
ian  family  business  founded  in 
1981  by  Leonardo  Del  Vecchio. 
It  bought  US  Shoe  and  its 
Lens-Crafter  spectacles  retail 
chain  for  $1.3bn  five  years  ago. 

The  markets  welcomed  the 
deal,  with  Luxottica's  Ameri¬ 
can  depositary  receipts  rising 
by  nearly  16  per  cent  on  the 
New  York  stock  exchange 
to  S15. 

Luxottica  said  it  expected  to 
dose  the  deal,  still  subject  to 
regulatory  approval,  by  the 
end  of  June. 

The  transaction  involves  the 
entire  line  of  Bausch  &  Lomb 
sunglasses  including  the  Ray- 
Band  brand  made  famous  by 
Hollywood  stars  from  Audrey 
Hepburn  in  Breakfast  at  Tif¬ 
fany,  Peter  Fonda  in  Easy 
Rider  and  Tom  Cruise  in  Top 
Cun. 

The  other  brands  include 
Revo,  Arnette  and  Killer  Loop. 

Mr  Del  Vecchio  said  the  deal 
reflected  Luxottica’s  strategy 
of  building  its  presence  in  the 
quality  sunglasses  business. 
Luxottica  also  produces  and 
markets  eyeglasses  with  the 
Giorgio  Armani,  Ferragamo, 
Brooks  Brothers,  Vogue  and 
Anne  Klein  brands. 

Bausch  &  Lomb  said  it 
expected  to  record  an  after-tax 
gain  on  the  sale  of  about 
5120m. 

William  Carpenter,  the  US 
company's  chief  executive, 
said  the  sale  would  allow  his 
group  to  focus  on  becoming 
“the  world's  preeminent  tech¬ 
nology  based  healthcare  com¬ 
pany  for  the  eye". 

Bausch  &  Lomb,  based  in 
Rochester,  New  York, 
announced  last  year  it  was 
trying  to  sell  the  sunglasses 
business. 

“We  have  a  tremendous 
amount  of  pride  in  tbe 
Ray-Ban  brand,  but  the  future 
of  Bausch  &  Lomb  is  in  tbe 
eye-care  business,"  said  Mr 
Carpenter. 


McKesson  HBO 
forced  to  restate 
its  1998  earnings 
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By  Richard  Waters  Ui  Hew  York 

One  of  the  biggest  recent 
mergers  to  the  US  healthcare 
industry  ran  into  trouble 
yesterday  as  McKesson  HBO 
was  forced  to  cut  its  previ¬ 
ously  stated  earnings  figures 
for  1998. 

The  accounting  adjustment 
cast  doubts  on  tbe  512bn 
(€ll.2bn)  that  McKesson,  a 
drugs  wholesaler,  paid  this 
year  for  HBO,  a  rising  star  of 
the  healthcare  information 
business. 

Wall  Street  had  already 
treated  tire  merger  with  scepti¬ 
cism  and  the  company’s  stock 
was  fettered  after  the  news, 
falling  nearly  50  per  cent  in  a 
few  minutes. 

The  company’s  shares, 
which  fallen  from  a  high 
of  596V4  last  year  to  SG5A  on 
Tuesday,  slumped  to  $34%  in 
early  trading  on  Wall  Street 
yesterday. 

Yesterday’s  developments 
closely  resembled  the  debacle 
at  Cendant  a  year  ago  after 
that  broad-based  services 
group  was  forced  to  restate  its 
earnings  in  the  wake  of  a  big 
merger,  leading  to  a  collapse 
in  its  share  price. 

Like  Cendant,  McKesson 
HBO  said  that  revenues  in  the 
operations  of  one  of  its  prede¬ 
cessor  companies  had  been 
overstated  in  the  period  before 
and  just  after  the  merger, 
which  was  completed  on 
January  13. 

The  company  said  it  had 
identified  software  sales  that 
should  not  have  been  included 
in  revenues,  since  contracts 
with  some  customers  had  not 
been  fully  concluded  by  the 
time  the  revenue  figures  were 
reported. 


In  some  cases  the  contracts 
had  been  agreed  in  principle 
but  had  not  been  formally 
approved  by  the  boards  of  the 
customers  involved,  a  McKes¬ 
son  HBO  spokesman  said. 

After  stripping  out  these 
contracts,  the  company  said  it 
actually  suffered  a  5  per  cent 
decline  in  software  sales  in  the 
first  three  months  of  this  year, 
not  the  21  per  cent  growth  rate 
that  it  had  reported  only  six 
days  ago. 

For  its  full  financial  year, 
which  ended  an  March  31,  soft¬ 
ware  sales  rose  13  per  cent 
rather  than  22  per  cent 

Yesterday’s  news  is  likely  to 
renew  concerns  about  how 
young,  fast-growing  technol¬ 
ogy  companies  account  for 
their  revenues,  particularly  as 
they  come  under  increasing 
pressure  to  justify  their  high 
share  prices  by  hitting 
ambitious  Wan  Street  growth 
targets. 

This  Issue  has  been  aingipd 
out  in  recent  months  by 
Arthur  Levitt,  chairman  of  the 
Securities  and  Exchange  Com¬ 
mission,  as  part  of  his  attack 
on  what  he  pJatma  are  deep 
flaws  in  US  accounting. 

McKesson  HBO  came  under 
intense  stock  market  pressure 
after  it  failed  to  live  up  to 
Wall  Street  expectations  for 
revenue  growth  at  the  former 
HBO  to  the  final  quarter  of 
last  year. 

The  accounting  overstate¬ 
ment  had  been  uncovered  by 
Deloitte  &  Touche,  which  had 

been  McKesson’s  auditor 
before  tbe  merger,  the  com¬ 
pany  said.  Before  the  merger 
HBO  was  audited  by  Arthur 
Andersen. 


The  European 
Private  Equity  Fund 

£1  billion 


NatWest  Equity  Partners  is  pleased  to  announce  the 
final  closing  of  The  European  Private  Equity  Fund, 
at£l  billion. 

The  Fund  will  invest  in  Western  European  businesses, 
primarily  in  buy-out  and  growth  capital  transactions, 
through  our  network  of  offices  in  the  UK,  France, 
Germany,  Italy  and  Spain. 


Placement  agents 

SALCMJNSMlTHBftRNEy 

Jerome  P.  Greene 
&  Associates,  LLP 
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COMPANIES  &  FINANCE:  ASIA-PACIFIC 

ELECTRONICS  harsh  environments  audio-visual  market  leads  to  loss  in  fourth  quarter _ 


Embattled  Sony  warns  of  tough  year 


By  Pan!  Abrahams  to  Tokyo 

Sony.  the  Japanese 
electronics  group.  M  into  a 
lose  in  the  three  months  to 
March  31  and  warned  that 
its  results  would  deteriorate 
sharply  in  the  current  year. 

The  warning  underlined 
the  harsh  environment  in 
the  audio-visual  market  and 
the  problems  the  Japanese 
company  will  face  in  making 
the  transition  from  the  origi¬ 
nal  PlayStation  to  the  next- 
generation  games  console. 


Masayoshi  Morimoto. 
senior  vice-president, 
warned  that  the  first  quarter 
of  the  fiscal  year  would  he 
very  tough. 

Revenues  would  fall  dur¬ 
ing  the  first  six  months, 
before  recovering  in  the  sec¬ 
ond  halt  Be  expected  contin¬ 
ued  deterioration  in  the  elec¬ 
tronics  division  because  of 
problems  in  Asia,  Latin 
America.  Russia  and  Eastern 
Europe,  and  intense  domes¬ 
tic  pricing  pressure. 

AD  four  of  Sony’s  big  divi- 


SPH  puts  its  cash 
pile  to  good  use 

The  Singapore  group's  financial  strategy  has 
pleased  investors,  reports  Sheila  McNulty 


sions  would  have  a  poor 
year.  Mr  Morimoto  added. 
Heavy  investment  in  a  semi¬ 
conductor  facility  for  the 
next-generation  PlayStation, 
and  a  fall  in  games  console 
sales  in  the  current  year, 
would  hit  sales  and  profits  at 
the  games  business. 

Profitability  at  the  music 
division  would  be  held  back 
by  investment  in  on-line 
facilities,  while  the  lack  of 
“big  hit"  films  last  year 
would  depress  video  sales  in 
the  pictures  division. 


Singapore  Press  Holdings 

Sbare  price  (SS) 


Sony  predicted  that  in  the 
year  to  March  2000  operating 
profits  would  fall  29  per  cent 
to  Y240bn  ($2bn),  on  sales 
down  4  per  cent  at  Y6j500bn. 
Pre-tax  profits  would  drop  43 
per  cent  to  Y2l0bn.  The 
group  bas  announced  a 
restructuring  programme 
aimed  at  reducing  its  work¬ 
force  by  10  per  cent 
An  11  per  cent  slump  in 
turnover,  and  static  sales, 
plus  general  and  administra¬ 
tion  expenses  were  behind 
the  fourth-quarter  operating 


loss  of  Y43bn,  against  a 
profit  of  Y58bn  in  the  same 
period  last  year. 

For  the  year  to  March  31, 
operating  profits  fell  35  per 
cent  to  Y338bn  on  sales  up 
0.6  per  cent  at  Y6,784bn. 
While  turnover  was  virtually 
static,  sales,  general  and 
administration.,  expenses 
jumped  11.3  per  cent,  partly 
because  of  an  increase  in 
marketing.  Pre-tax  profits 
dropped  18.9  per  cent  to 
Y36Sbn  and  net  income  tum¬ 
bled  19A  per  cent  to  YlTSbn. 


Singapore  Press  Holdings 
(SPH),  the  city  state’s  de 
facto  newspaper  monop¬ 
oly.  bas  spent  the  past  year 
courting  shareholders. 

Although  its  lead  in  the 
government-influenced 
media  market  is  assured, 
many  in  the  investment 
community  believe  the 
group  has  been  responding 
to  the  authorities'  effort  to 
maitP  Singapore's  companies 
appealing  to  investors  and 
more  competitive. 

The  group's  most  enticing 
move  yet  has  been  a  capital 
restructuring  exercise  late 
last  year,  which  paid  about 
S$500m  (DS$294m)  to  share¬ 
holders,  or  SSI-22  in  cash  for. 
every  share  held,  while 
reducing  the  issued  share 
capital  of  the  company  by  10 
per  cent 

This  exercise  increased  the 
return  on  equity  of  the 
group  from  10.6  per  cent  to 
138  per  cent 

Soon  after.  Lim  Kim  San, 
executive  chairman  of  SPH, 
said  the  group  would  reduce 
its  portfolio  of  investments 
and  divest  Its  non-core  prop¬ 
erties  in  response  to  the 
regional  economic  crisis, 
while  group  directors  would 
take  a  10  per  cent  fee  cut  to 
complement  salary  reduc¬ 
tions  agreed  to  by  senior 
executive  management. 


Asian  investor 
values 


But,  he  Insisted,  “There 
will  be  no  cut  in  dividends  to 
shareholders." 

SPH,  one  of  the  biggest 
companies  on  Singapore's 
stock  exchange,  has  always 
been  well  regarded  by 
long-term  investors.  But  now 
everyone  Is  watching  it 
closely. 

SPH  shares  have  soared 
from  their  lows  in  October, 
when  the  market  bottomed, 
to  SS23.60  yesterday  on  Inter¬ 
mittent  rumours  of  further 
pay-outs  from  a  cash  pile  of 
about  S$lbn. 

“SPH  has  been  on  a 
straight  line  up  since  then,” 
says  Elizabeth  Cheng,  ana¬ 
lyst  at  ABN  Amro  Hoare 
Govett  Securities.  “They  are 
a  cash-generating  machine." 

That  does  not  mean  SPH 
has  not  been  affected  by  the 
crisis. 

As  the  economy  slowed  to 
1-5  per  cent  last  year,  from  8 
per  cent  in  1997.  the  amount 
of  cash  SPH  was  able  to  gen¬ 
erate  was  bound  to  be 
reduced. 

The  group's  turnover 
dropped  15.1  per  cent  to 
SS402.2m  for  the  first  half 
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ended  February  28  1999  and 
net  profit  plunged  178  per 
cent  to  S$139.7m.  Earnings 
per  share  slid  from  42  cents 
to  37  cents,  but  the  interim 
dividend  was  maintained  at 
12  cents. 

But  SPHs  bottom  line  is 
bound  to  improve:  it  has  a 
protective  hold  on  the  news¬ 
paper  market,  which  is  well 
positioned  to  take  advantage 
of  the  emerging  economic 
recovery. 

As  various  sectors  revive, 
they  will  increase  advertis¬ 
ing  in  the  dozen  newspapers 
that  SPH  publishes,  includ¬ 
ing  recruitment  ads  in  The 
Straits  Times,  the  prime 
place  in  which  Singaporeans 
search  for  jobs. 

Kaushik  Shridharani. 
analyst  at  Salomon 
Smith  Barney,  worries, 
however,  about  the  future  of 
SPH.  He  expects  television  to 
affect  the  group's  perfor¬ 
mance  as  choices  widen  and 
advertising  budgets  are  re- 
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allocated  accordingly. 

He  points  to  the  recent 
launch  of  Channel  News 
Asia  in  Singapore  as  fore¬ 
shadowing  what  is  likely 
to  happen  in  the  next 
year  as  more  digital  TV 
operators  launch  or 
announce  Singapore 
operations,  and  cable 
extends  Its  reach. 

That  will  be  something 
SPH  wifi  eventually  have  to 
contend  with.  But,  for  now, 
analysts  agree  its  primary 
problem  is  having  too  much 
cash. 

“Tbat's  a  nice  problem 
they  have,"  Ms  Cheng  says. 

The  group  bas  pledged  to 
contain  it  by  not  simply 
stockpiling  but  rather 
putting  its  cash  to  good 
use,  even  if  that  means 
returning  more  of  it  to 
shareholders. 

Investors  cannot  help  but 
be  drawn  in. 

Hugh  Young,  managing 
director  of  Aberdeen  Asset 
Management  Asia,  has  only 


good  things  to  say  about 
SPH:  “Supremely  strong  bal¬ 
ance  sheet.  Extremely 
focused  management.  It's  a 
market  leader,  and  it’s  doing 
the  right  things.” 


M 


r  Lim  said  SPIfs  focus 
going  forward  remains 
on  the  best  way  to 
enhance  shareholder  value. 

“This  may  be  through  a 
capital  reduction  scheme 
like  the  one  we’ve  just 
done,  or  through  share  buy¬ 
backs. 

“Well  also  concentrate  on 
our  core  businesses  rather 
than  look  at  investments, 
which  we've  found  take  up 
too  much  of  our  energies,1 
he  said,  noting:  “It’s  better 
to  leave  the  ftznd  manage¬ 
ment  business  to  the  fund 
managers.” 

This  article  is  the  third  in  a 
series  on  Asian  companies 
which  have  embraced  inves¬ 
tor  values.  The  previous 
articles  appeared  on  April  22 
and  April  27. 


IT  A  joint 
venture  in 
Germany 

By  Rnssafl  Baker  to  Sydney 


Infrastructure  Trust  of 
Australia  Group  and  Bo  ay- 
goes,  one  of  Europe's  largest 
construction  companies,  are 
to  invest  A$48m  (US$31m)  in 
a  new  toll  road  and  tunnel  in 
Rostock,  Germany. 

rrA  will  hold  a  70  per  cent 
stake  in  the  joint  venture  to 
build  the  toll  road.  1TA  said 
the  development  was  signifi¬ 
cant  because  it  would  be  the 
first  build-o  wn-operate  trans¬ 
fer  infrastructure  project  in 
Germany. 

The  toll  road  will  have  a 
30-year  concession  period 
after  completion,  which  is 
expected  to  take  just  over 
three  years.  Debt  associated 
with  the  project  will  be 
underwritten  by  Deutsche 
Bank.  Nord  LB  and  KfW. 

ITA  and  Bouygues  are 
already  joint  venture  part¬ 
ners  in  a  rail  project  in  Syd¬ 
ney,  Australia. 


Expansion  boosts  CTHK  profits 


By  Louise  Lucas  hi  Hong  Kong 


China  Telecom  (Hong  Kong), 
the  listed  arm  of  China’s 
main  telecommunications 
operator,  saw  the  number  of 
its  subscribers  rise  last  year 
to  683m  from  4.28m  at  the 
end  of  1997. 

The  company  yesterday 
reported  a  sharp  rise  in  net 
profits  from  RMBl.Sbn  to 
RMB6.9bn.  (*833m)  as  it 
expanded  the  area  of 
operations  in  mainland 
China.  Pro  forma  earnings 
before  interest,  tax,  depreda¬ 
tion  and  amortisation  rose  35 
per  cent  to  RMB1383bn  last 
year. 

The  hlgher-than-expected 
subscriber  growth  has 
prompted  management  to 
revise  their  capital  expendi¬ 
ture  plans.  Spending  will 
now  hit  KMBl3.47bn  this 
year  and  RMB1789bn  next 
year. 

CTHK,  which  operates 
mobile  phone  networks  in 
three  of  China’s  wealthiest 
provinces,  is  a  favourite 
stock  among  foreign  inves¬ 


tors.  It  listed  in  Hong  Kong 
in  October  1997,  providing 
foreign  investors  with  a  rare 
opportunity  to  access 
China's  tightly-guarded  tele¬ 
coms  sector. 

However,  the  company's 
virtual  monopoly  is  set  to  be 
eroded  as  Unicom,  the  strug¬ 
gling  second-placed  group 
established  in  1994  to  pro¬ 
vide  competition,  has 
received  greater  backing 
from  Beijing. 

So  for.  there  has  been  little 
evidence  of  a  slowdown  in 
subscriber  growth 
although  take-up  in  the  rela¬ 
tively  wealthy  province  of 
Jiangsu  disappointed  CTHK 

Wang  Xiaochu,  chairman 
and  president  of  CTHK  said 
the  new  environment  would 
do  little  to  quell  growth. 
“The  market  size  is  suffi¬ 
cient  to  accommodate  more 
than  one  operator.  The  expe¬ 
rience  of  other  countries 
shows  competition  can  stim- 
ulate  overall  market 
demand.” 

He  was  equally  positive  on 
the  restructuring  of  the  par- 
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ent  company,  state-owned 
China  Telecom,  which  is  to 
be  split  into  four  separate 
companies  in  an  effort  to 
stimulate  competition.  Mr 
Wang  said  this  would  make 
future  acquisitions  easier  for 
CTHK 

But  Dylan  Tinker,  regional 
telecoms  analyst  at  Jardine 
Fleming  Securities,  esti¬ 
mates  that  Unicom  gained  22 
per  cent  of  the  new  market 
in  Guangdong,  China's 


wealthiest  province,  in  the 
second  half  of  1998,  up  from 
5  per  cent  in  1997. 

Mr  Tinker  says  this  shows 
Unicom  is  already  a  serious 
competitor,  and  further  price 
wars  and  lower  subscriber 
estimates  can  be  expected. 

•  China  Airlines,  Taiwan's 
top  carrier,  predicts  1999  pre¬ 
tax  earnings  of  T$1.72hn 
(US$53m)  after  suffering 
heavy  losses  last  year, 
writes  Mure  Dickie  in 
Taipei. 

EVA  Air,  the  number  two 
carrier,  also  said  earlier 
profit  predictions  for  1999 
now  look  overly  pessimistic. 
The  revival  in  demand  is 
especially  welcome  after  a 
tough  year  caused  by  the 
regional  economic  crisis  and 
customer  concerns  after  a 
China  Airlines  aircraft 
crashed  in  February  1998, 
killing  202  people. 

Philip  Wet  finance  direc¬ 
tor  at  China  Airlines,  said 
operating  income  rose  17  per 
cent  year-on-year  in  the  first 
three  mouths  to  T$l387bn. 
Sales  were  up  on  all  routes. 


The  full-year  results  would 
have  been  worse  except  for 
exceptional  Items  and  cur¬ 
rency  movements.  The  weak 
yen.  boosted  operating 
income  by  Y72bn.  In  addi 
tion,  the  sale  of  securities 
provided  an  extraordinary 
gain  of  YS8.7bn  pre-tax  and 
Y30.7bn  for  net  earnings. 

The  games  division's  oper¬ 
ating  profits  gained  16.7  per 
cent  to  Yi36bn,  equivalent  to 
40  per  cent  of  sales,  making 
it  Sony's  most  profitable 
business  for  the  first  time. 


Deal  hits 
Japan 
Telecom 
shares 

By  HHddyo  Hakamoto  to  Tokyo 


Japan  Telecom's  shares 
yesterday  suffered  a  6  per 
cent  fall  following  the 
announcement  that  AT&T 
had  agreed  a  link  with  its 
domestic  rival,  NTT. 

Shares  of  Japan’s 
long-distance  telephone  car¬ 
rier  closed  at  YL71m  after 
AT&T,  which  wffl  become  a 
significant  shareholder  in 
Japan  Telecom,  said  it  was 
forming  an  alliance  with 
NTT  in  the  rapidly  growing 
managed  network  services. 

The  alliance  with  NTT, 
which  is  the  dominant  car¬ 
rier  in  Japan  and  a  formida¬ 
ble  rival  far  Japan  Telecom, 
could  lead  to  the  formation 
of  a  joint  venture  company. 

The  airnnnnrampnf  ramp 

just  two  days  after  AT&T 
said  it  would  spend  Y220bn 
($L83bn)  together  with  Brit¬ 
ish  Telecommunications  of 
tbe  UK  to  take  a  30  per  cent 
stake  in  Japan  Telecom. 

The  two  companies  will 
also  integrate  their 
operations  in  Japan  with 
those  of  Japan  Telecom. 

However,  news  of  the  alli¬ 
ance  between  AT&T  and 
NTT  raised  questions  about 
AT&T's  commitment  to 
Japan  Telecom  and  fuelled 
concerns  about  Japan  Tele¬ 
com’s  strategy. 

Tbe  US  company  said  the 
link  with  NTT  was  In  a  rela¬ 
tively  narrow  sector  that 
would  not  overlap  with  the 
more  general'  infrastructure 
business  it  will  be  involved 
in  with  Japan  Telecom. 

Nevertheless,  Japan  Tele¬ 
com  will  be  competing  with 
NTT  to  provide  the  lines  for 
the  new  service  AT&T  w£D 
establish  with  NTT. 

Meanwhile  Japan  Telecom 
yesterday  said  it  expected 
profits  for  the  year  to  March 
this  year  to  be  substantially 
higher  than  initially  forecast 
thanks  to  strong  perfor¬ 
mance  of  its  mobile  commu¬ 
nications  operations. 

The  carrier  said  that  pre¬ 
tax  profits  were  expected  to 
be  Y21.5bn,  rather  than  the 
previously  forecast  Y13.1bn. 

NTT  Docomo,  Japan's 
largest  mobile  phone  opera¬ 
tor,  said  it  would  carry  out  a 
5-for-i  stock  split  of  its  com¬ 
mon  shares  on  June  30 1999. 

NTT  Docomo  said  its  aim 
was  to  lower  the  price  of 
each  share  to  attract  more 
investors  and  increase  the 
liquidity  of  its  stocks.  As  a 
result  of  tbe  stock  split,  the 
number  of  shares  is  to  rise 
to  more  than  958m. 


Exports  fuel 
74%  advance 
at  Pentafour 


By  Krishna  Guta  in  Bombay 


Pentafour  Software,  India's 
leading  multimedia  com¬ 
pany,  announced  a  74  per 
cent  rise  In  profits  to 
RsL2bn  <$28m)  for  the  year 
to  March  31,  thanks  to  buoy¬ 
ant  exports. 

The  results  continue  a  pat¬ 
tern  of  stellar  performance 
by  the  country’s  technology 
sector,  which  has  shown 
explosive  growth  in  recent 
years. 

Pentafour  Software  said  its 
sales  rose  85  per  cent  to 
RsSJbn.  with  97  per  cent 
from  exports.  Multimedia 
work,  including'  animation 
for  Hollywood  studios, 
accounted  for  54  per  cent, 
with  the  balance  software 
exports. 

“Pentafour  has  rooted 
itself  as  a  niche  player  to  the 
multimedia  and  business 
software  segment,"  said  V. 
Cbandrasekaran,  chairman. 
He  said  the  company  would 
build  its  overseas  presence 
through  joint  ventures  and 
acquisitions. 

Pentafour  has  current 
orders  worth  $149m  to  be 
executed  over  the  next  15 
months.  The  company 
announced  a  1-for-l  bonus 
share  issue. 

Unlike  the  export-oriented 
technology  industry,  India's 
core  industrial  sectors  have 
struggled  to  cope  with  low 
domestic  growth  and  weak 
prices. 

But  India's  biggest  cement 
company  yesterday  reported 
better  than  expected  results, 
raising  hopes  of  a  revival  to 


an  industry  plagued  by  over¬ 
capacity  and  price  wars.  _ 
Associated  Cement  Com¬ 
panies  (ACC),  the  number 
one  producer,  yesterday 
announced  a  317  per-cent- 
leap  in  profits  to  Rs643u^ 
boasted  by  an  aggressive  dis¬ 
posals  programme. 

The  rise  exaggerates -the - 
extent  of  the  improvement, 
in  the  core  cement  bpsiness, 
which  analysts  said  was-stai 
losing  money.  •  ?-V 

ACC  raised  Rs319nT 
through  the  saJe  of  a  power.- 
plant  to  Tata  Electric,  and., 
sold  investments  for  RsiOftn. 
It  also  wrote  back  provisions 
worth  Rs403m.  while  making 
new  contingency  provisions 
worth  Rs200m, 

Excluding  extraordinary 
items.  ACC  made  a  small 
loss,  even  after  a  Rs324m 

contribution  from  other- 
income.  due  to  a  high  inter¬ 
est  and  depreciation  burden. 

But  at  the  operating  level 
the  company's  performance 
improved  significantly.  Its 
operating  margin  rose  36  per 
cent,  on  the  back  of  higher  , 
prices  and  more  efficient  use 
of  inputs.  :  - 

S.  Ganguly,  vice-chairman, 
said  demand  picked  up 
strongly  to  the  last  quarter. 

The  increase  was  coming 
from  tbe  housing  sector  ami 
not  infrastructure  projects, 
he  added 

ACC  would  continue  with 
non-core  disposals,  including  . 
laud  sales,  and  would 
increase  its  capacity  from 
i?m  tonnes  to  15m  tonnes  in 
the  next  two  years,  he 
added. 
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StanChart  to  lift 
Thai  bank  stake 


- :  .w:* 


By  George  Graham  to  London 
and  WHUam  Barms  to  Bangkok 


Standard  Chartered's  stake 
in  Nakomthon  Bank  will 
rise  above  75  per  cent  in  five 
years,  under  a  complex  deal 
to  recapitalise  the  Thai  bank 
announced  yesterday. 

Nakomthon,  which  like 
other  Thai  hanks  has  seen 
its  capital  base  wiped  out  by 
a  mounting  burden  of  loan 
losses,  will  initially  write 
down  Its  shares  and  seek 
support  from  the  govern¬ 
ment  to  bring  its  net  asset 
value  back  to  zero. 

The  Financial  Institutions 
Development  Fund,  the  bail¬ 
out  arm  of  the  Bank  of  Thai¬ 
land,  will  put  in  Btl3.3bn 
(3353m)  to  exchange  for  con¬ 
vertible  preference  shares. 

Standard  Chartered,  based 
in  London,  will  initially 
inject  about  £95m  ($i53.5m), 
taking  a  68  per  cent  stake 
and  management  control. 
After  five  years,  it  will  buy 
the  shares  and  warrants 
held  by  the  FlDF,  taking  its 
stake  above  75  per  cent  and 
possibly  to  82  per  cent 

Existing  shareholders, 
including  the  founding  Wan- 
glee  family,  will  see  their 
equity  in  the  66-year-old 
bank  virtually  wiped  out. 
They  will  retain  only  the 
right  to  pay  a  total  of 
Bt800m  for  the  equivalent  of 
11.6  per  cent  of  the  equity. 

Vara  wee  Wanglee.  tbe 
patriarch  of  the  founding 
family,  said  modem  hanking 
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The  Emopean  leader  in  specialized  distribution 

Significant  increase  in  1999  first  quarter  sales 


+  14.8  % 
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I  he  Group's  consolidated  sales  increased  by  14.3  %, 
during  Ql  1999. 

The  sales  increase  of  the  KetaB  dw awn  reflects 
Sustained  growth  in  ftintonps,  Cbnforama  and  Fnac, 
dunks  id  growing  demand,  marks  dares  gains  and  the 
opening  of  sores  in  France  and  abroad  as  wdl  as 
Ihe  integration  of  Brylane,  acquired  during  Ql  1998. 
On  a  comparable  structure  and  exchange  races 
Redcab  remained  stable  over  die  period,  despite  dull 
demand  in  Great  Britain  and  the  United  Ste& 

Growth  m  die  Boanes-to-ftatoeis  dhuioa  comes 
from  the  continuing  growth  of  GufSwrt,  and,  $  a  iesff 
extent,  of  Pmauh  So  is  el  Matbian  as  wdl  as  the 
contribution  of  acquisitions  made  by  Karel  at  the  end 
of  1993  and  during  Ql  1999.  At  comparable  structure 


and  exchange  rates,  sales  at  Rexel  were  up  slightly. 

The  International  Tirade  division  was  affected  by 
a  more  difficult  economic  environment  in  Africa, 
resulting  from  a  fail  in  ce.tain  raw  material  prices, 
and  a  disturbed  political  d&nate  in  some  regions.  The 
Comparison  is  affected  by  important  exceptional  Orders 
ini  998. 

The  "New  Tedmotopes*  indude  the  electronic  shopping 
activities  of  Fnac  and  the  tdecom  activities  of  Kfirtei. 

At  March  30,  1999,  average  outstanding  loans  of  the 
franca]  Services  tfivirion  increased,  on  a  comparable 
bash,  by  t3  %  spins!  las  yeac 

Tbe  first  quarter  sales  @t)wth  is  In  fine  with  Ihe  Pmauft- 
Prirtfemps-Redorte  growth  objectives  for  1999. 
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KOREA  LIBERALISATION  FUND  LIMITED 


evidencing  1 00  Ordinary  Shares  of  US$0.01  each. 

NOTICE  OF  ANNUAL  GENERAL  MEETNG 

OF  SHAREHOLDERS 


Notice  is  hereby  given  that  the  An  ratal  General  Meeting  of  the 
Company  win  be  hefd  at  1  Grosvenor  Place,  London  SW1X  7JJ 
on  Wednesday  2*  June  1999  commencing  at  3.00  p.m.  to 
transact  the  following  business; 

ORDINARY  BUSINESS 

1. To  receive  the  Report  and  Accounts  for  the  year  ended 
31“  December  1998  together  with  the  reports  of  the  Directors 
and  the  Aucfltors  thereon. 

2.  To  re-elect  Mr.  J.E.  Craig,  CBE  as  a  Director. 

3.  To  re-elect  Sir  Richard  Lloyd,  Bias  a  Director. 

4.  To  re-appoint  the  Auditors,  Ernst  &  Mbung.  and  to  authorise 
the  Directors  to  determine  their  remuneration. 

Voting  arrangements  forlDR-Hokters: 

IDR-HokJere  must: 

-  deliver  the  IDRs  to  the  Depositary  at  the  latest  on  27*  May 
1999  under  advice  to  Sog&s-Fiducem  SA  -  Patricia  Davreux 
-  telephone  32.2547.31.47,  instruct  by  letter  as  to  the 
manner  to  which  rotes  should  be  cast,  and  indicate  to  whom 
the  IDRs  should  be  returned  after  the  meeting,  or 
•  instruct  EUROCLEAR  or  CEDEL  to  block  the  number  of  IDRs 
for  which  they  want  to  rote  and  to  vote  on  their  behalf. 

Copies  of  the  Annual  Report  of  the  Company  are  avaSabte  from 
Jupiter  Asset  Management  Limited,  1  Grasronor  Place,  London 
SW1X  7JJ  and  wiih  the  Depositary  at  the  address  todfoaled  below. 
Depository:  Sogas-FTducem  SJL 
Avenue  Mamlx,  24 
1000  Brussels 
Belgium 


required  too  much  capital,  . 
too  much  global  exposure.  ' 
and  too  much  technology  for  ^ 
a  relatively  small  business 
group  like  his  own. 

He  said  the  family's  stake  . 
would  be  reduced  from  j 
about  11  per  cent  to  2-3  per  „ 
cent.  _  !  ‘ 

The  acquisition  is  not 
expected  to  contribute  to 
Standard  Chartered's  profits 
for  three  years,  but  Rana  ;  J 
Talwar,  group  chief  execu.- 
five,  said  Nakomthon  garni' ►’ . 
the  bank  an  excellent  68&;*' 
branch  network  through '  £ 
which  to  distribute  its  ctnh; 
sumer  and  corporate  bank-' 
ing  products. 

Deutsche  Bank,  advisers 
to  tbe  Thai  bank,  said  that 
out  of  28  approaches  from 
potential  purchasers,  about 
12  appeared  serious  about 
acquiring  a  Thai  bank. 

This  suggests  that  bidding 
for  the  half  dozen  banks  in 
state  hands  may  be  keener 
than  anticipated. 

Standard  Chartered  was 
advised  by  Schroders. 

•  Siam  Cement,  Thailand's 
biggest  industrial  conglom¬ 
erate.  was  hit  by  declines  In 
sales,  and  posted  a  Btl.l7bn 
net  loss  to  the  first  quarter, 
compared  with  a  profit  of 
Bt24.42bn  a  year  ago. 

The  company  said  both 
domestic  and  export  sales 
bad  fallen  since  the  same 
period  last  year.  However,  it 
said  that  compared  with  the 
previous  quarter  operations 
were  strengthening. 
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SCHERING 


Payment  of  Dividend 


Spring  Aktiengesellsehaft  Berlin 


NOTICE  IS  HEREBY  GIVEN  to  shareholders  that  following  a  resolute 

Annual  General  Meeting  of  shareholders  held  on  27th  Aoril  Bigq7Ir£21fa“Bed  at  816 

ended  31  st  December.  1 998  wil  be  paid,  as  from  Sm  Aoril  ’SSL®  ** 

per  share  against  presentation  of  Coupon  No  64.  P  ■ 1999  ^  the  rate  of  Eur  1-35 


plus  5£%  "Sofidartty  Surcharge*  on  the'c^^feT^r  T,e,dsTaxat26-375%(25% 
Coupons  should  be  lodged  wftfi;- 

Warburg  DHton  Read 
100  Liverpool  Street 
London  EC2M  2RH 

from  whom  appropriate  claim  forms  can  be  obtained. 

Coupons  win  be  paid  at  the  rate  of  exchange  on  ihe  day  of  present;*™, 

This  payment  may  be  subject  to  United  Kingdom  Income 

claims  are  accompanied  by  a  non-resident  affidavit  Iaxat^ 3,1  appropriate  rate  unless 

German  Capital  Yields  Tax  deducted  hr  access  ol  is*. « 

residents.  The  Company's  United  Kingdom  Payim  ^  UnttBd  Kingdom 

ahareholdera or ihetragenis  with  the appropriatefemi^^JJ’J^P^  request.  prewSe 

28  Aprfl  1999 
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FINANCIAL  TIMES  THURSDAY  ApK1Ln9  * 

. . COMPANIES  &  FINANCE:  EUROPE 

f  T^T^E  MACHINERY  COLLAPSE  IN  MARKET  EXCEEDED  MANUFACTURER'S  'WORST  EXPECTATIONS' 

Saurer 


15 


By  Witiiam  Hall  in  Zurich 

the  worid’s 

textUe  machinery  company 
is  forecasting  a  sharp  fall  in 
profits  for  the  second  year 
ending,  but  says  its  order 
book  is  starting  to  recover 
aiter  last  year's  collapse  in 
textile  machinery  demand 
Saurer.  which  has  60  per 
cent  of  the  open-end  spin- 
n»ng  systems  market,  has 
been  a  casualty  of  the  prob¬ 
lems  in  Asia.  Russia  and 
Latin  America.  Textile 


forecasts  continued  fall  in  profits 


machinery  sales  fell  13  per 
cent  in  1998,  to  SFrl.2bn 
(£79Sm).  new  orders  fell 
32  per  cent,  to  SFrlbn,  and 
the  order  backlog  was 
halved  to  SFr20Bm. 

The  collapse  in  demand, 
which  started  in  August, 
pushed  the  company  into 
loss  in  the  second  half  of 
1998.  In  the  first  eight 
months  Of  1998  net  inmmp 
rose  41  per  cent  to  SFrfilm. 
But  full-year  net  income  fell 
35  per  cent,  to  SFrS5m,  and 
the  company  said  yesterday 


that  It  had  lost  money  in  the 
first  quarter  of  1999. 

The  collapse  in  the  market 
hod  greatly  exceeded  Saur- 
er's  “worst  expectations" 
and  last  September  the  com¬ 
pany  announced  plans  to  cut 
its  textile  machinery 
break-even  level  by  a  further 
SFrlOOm  and  cut  800  jobs,  or 
around  13  per  cent  of  the 
textile  division  workforce. 
Orders  in  the  first  quarter  of 
IS90  were  10  per  cent  up  on 
the  last  quarter  of  1998  but 
more  than  a  fifth  below  last 


year's  comparable  quarter. 
Ernst  Thomke,  Switzerland’s 
best-known  company  doctor, 
said  that  the  nadir  appear  to 
have  been  passed  but  the 
weak  order  book  would  con¬ 
tinue  to  have  an  impact  on 
1999  results.  Christoph  Bohli 
of  Bank  Saras  In  estimates 
Saurer  will  earn  SFrS3m  in 
1999.  while  Julius  Baer’s 
Roger  Btrrer  estimates  the 
company  will  earn  SFr43m_ 
In  1997,  Saurer  earned 
SFr  1319m. 

Much  will  depend  on  the 


customer  response  to  June's 
world  textile  trade  fair  in 
Paris.  Saurer  has  announced 
a  new  range  of  products  for 
the  event. 

Many  customers  have 
been  delaying  placing  orders 
ahead  of  the  fair,  which  only 
takes  place  once  every  four 
years. 

Although  the  downturn  In 
the  textile  industry  has 
taken  a  heavy  toll  on  Saurer. 
it  stressed  that  it  had  made 
profits  of  SFr85m  in  1998  on 
sales  of  SFrl.Tbn.  compared 


with  the  last  industry  down¬ 
turn  in  1995  when  it  had 
made  a  SFr 5m  loss  before 
restructuring  charges  on  the 
same  turnover. 

Ernst  Thomke.  who  has 
turned  Sauerer  around  after 
it  lost  over  SFrlOOm  in 
1994-95.  steps  down  as  chair¬ 
man  next  month  and  will  be 
replaced  by  Manfred  Tira- 
mennann.  a  former  German 
civil  servant. 

Saurer's  shares  closed 
SFrlO  down  at  SFrSTQ  yester¬ 
day. 


Bank  privatisation  offers  first  step  to  Slovak  recovery 


Robert  Anderson  examines  some  of  the  challenges  which  may  arise  from  restructuring 

he  Slovak  banking  sec- 


Ttor,  one  of  the  most  frag¬ 
ile  in  Europe,  is  at  last 
undergoing  change,  with  two 
of  the  three  big  state-con¬ 
trolled  banks  due  to  be  pri¬ 
vatised  within  a  year. 

The  government  of  Miku- 
las  Dzurinda,  which  took 
office  last  October,  believes 
it  is  of  fundamental  impor¬ 
tance  to  inject  foreign  capi¬ 
tal  and  expertise  into  the  big 
banks. 

“The  systematic  solution 
is  bank  privatisation,  “  says 
Ludovit  Cemak.  economy 
minister.  “Restructuring  the 
banking  sector  is  the  first 
inevitable  step  for  industrial 
recovery.” 

The  previous  government 
of  Vladimir  Meciar  feared 
privatisation  would  increase 
foreign  control  of  the  bank¬ 
ing  sector  and  stop  the  state 
using  the  banks  to  prop  up 
struggling  companies  and 
allocate  funds  as  political 
favours. 

Businessmen  used  to  sit 
smoking  outside  ministers’ 
offices,  waiting  for  the 
chance  to  persuade  them  to 
pick  up  the  telephone  and 
instruct  bank  chairmen  to 
hand  out  loans. 

“There  was  a  very  low 
level  of  knowledge  about 
how  to  operate  in  a  capitalist 
economy  and  pressure  from 
the  government  to  help  new 
entrepreneurs.’’  says  Ladis- 
lav  Vaskovic,  the  new  head 
of  VUB.  IDs  is  the  main  com¬ 
mercial  bank  which  still  pro¬ 
vides  almost  30  per  cent  of 


IMF  mission  suggests  more  sell-offs 


Maria  Machova.  Slovak 
privatisation  minister,  said 
yesterday  that  the 
government  would  discuss  a 
proposal  next  week  that 
would  increase  the  number 
of  companies  up  for 
privatisation,  Reuters 
reports  from  Bratislava. 

Ms  Machova  said  an 
amendment  had  been 
drafted  which  would  reduce 
the  number  of  companies 
designated  as  ‘‘strategic”  to 
include  only  energy 


production  and  distribution 
firms.  All  others  could  be 
considered  for  privatisation. 
The  proposal  follows  a 
suggestion  from  an 
international  Monetary  Fund 
mission  to  Slovakia,  which 
suggested  more  companies 
could  be  privatised.  Ms 
Machova  did  not  name  any 
companies  but  she  said 
small  stakes  could  be  sold 
off  quickly  but  that  bigger 
ones  would  take  several 
months  to  organise. 


loans.  "VUB  was  regarded  as 
a  social  institution,  not  a 
bank.” 

The  result  was  that  VUB. 
Slovenska  Sporitelna,  the 
main  retail  famfc,  and  IRB. 
the  former  project  finance 
bank,  all  suffered  from  lack 
of  capital,  underprovisioned 
bad  loans,  high  operating 
costs  and  poor  profitability. 
Together  they  represent 
almost  half  the  country's 
hanking  sector  assets 

In  September  last  year  the 
three  hanks  had  an  average 
capital  adequacy  of  4A  per 
cent,  compared  with  the 
minimum  requirement  of  8 
per  cent,  and  this  had  fallen 
from  6.7  per  cent  at  the  end 
of  1997. 

Interest  was  more  than  a 
year  overdue  on  almost  a 
quarter  of  their  loans  and 
together  they  showed 
Skl5.4bn  .<$365m)  in  uncov¬ 


ered  losses,  up  by  half  since 
the  end  of  1997.  Moreover 
this  figure  would  increase  by 
around  Sk39bn  if  provision¬ 
ing  rules  were  tightened  to 
exclude  collateral. 

IRB,  which  was  then  in 
private  hands,  had  to  be 
taken  over  by  the  central 
bank  in  December  1997  after 
a  liquidity  crisis.  The  other 
two  banks  are  still  afloat 
only  because  they  are  state- 
controlled  and  are  regarded 
as  too  big  to  allow  to  fail. 

Last  summer  Moody's  said 
the  level  of  irregular  loans 
was  “among  the  highest 
among  central  European 
countries,  with  the  trend 
showing  little  improve¬ 
ment”,  while  Standard  & 
Poor’s  warned  that  there 
was  a  high  potential  for  a 
banking  crisis. 

Both  rating  agencies  high¬ 
lighted  the  weakness  of-  the 


banking  sector  as  a  factor  in 
Slovakia's  loss  of  investment 
grade  last  year. 

The  new  government  has 
installed  different  manage¬ 
ment  in  VUB  and  Slovenska 
Sporitelna  and  intends  to 
sell  IRB  this  year  and  VUB 
in  the  first  half  of  2000.  Slov¬ 
enska  Sporitelna,  which  as  a 
retail  bank  is  much  more 
politically  sensitive,  will 
stay  in  state  hands  until 
2003. 

An  audit  of  IRB.  which 
made  a  Sk2i)bn  loss  In  the 
first  three-quarters  or  last 
year,  should  be  sent  to  pro¬ 
spective  buyers  this  week, 
while  a  plan  for  the  restruct¬ 
uring  and  sale  of  the  state's 
51  per  cent  stake  in  VUB 
should  be  announced  soon 
after. 

“There  seems  to  be  an 
urgency  about  the  privatisa¬ 
tion  of  the  banks.”  says  Jan 
ffillered,  head  of  ING  Bar 
trigs  in  Bratislava. 

Part  of  this  urgency  is  that 
the  condition  of  the  banks 
continues  to  deteriorate  as 
the  economic  downturn  and 
high  interest  rates  turn  more 
loans  bad.  At  the  same  time, 
foreign  banks  cream  off 
blue-chip  clients  and  high- 
earning  retail  customers. 

VUB  expects  to  report  a 
loss  of  up  to  Sk4bn  last  year 
compared  with  Sk48m  In 
1997.  Slovenska  Sporitelna 
made  a  preliminary  net 
profit  of  Sk88.5m  but  its 
share  of  the  retail  market 
has  fallen  to  around  50  per 
cent 
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Another  reason  for 
urgency  is  that  the  banking 
sector's  problems  mean  that 
companies  find  it  difficult  to 
get  Slovak  crown  loans  of 
more  than  six  months  and 
real  interest  rates  are 
around  20  per  cent  This  is 
finally  forcing  some  to 
restructure,  notably  the  VSZ 
steel  group,  the  country’s 
biggest  industrial  company. 
But  it  is  also  hurting  many 
efficient  small  and  medium- 
sized  enterprises. 

In  order  to  smooth  the 
way  for  banking  privatisa¬ 
tion,  the  government  will 
later  this  year  announce  a 
plan  to  help  some  of  these 
struggling  companies.  “The 
question'  -  of  financial 


restructuring  of  companies 
is  very  much  connected  with 
the  question  of  restructuring 
the  banks’  portfolios.”  says 
Brigita  Schmoegnerova.  min¬ 
ister  of  finance. 

At  the  same  time  it  is  pre¬ 
paring  legal  changes  which 
will  make  it  easier  for  banks 
to  collect  collateral  and  force 
companies  into  insolvency. 

The  big  questions  that 
remain  are  how  the  govern¬ 
ment  will  afford  to  clean  up 
the  banks  at  a  time  of  bud¬ 
get  austerity.  Fitch  IBCA. 
the  rating  agency,  has  esti¬ 
mated  it  would  cost  10  per 
cent  of  GDP.  And  how  ready 
it  is  to  suffer  the  political 
consequences  of  a  wave  of 
insolvencies? 


Nordic  bank 
lifts  earnings 


By  Tim  Burt  ki  Stockholm 

MeritaNordbanken,  the 
largest  bank  in  tbe  Nordic 
region,  yesterday  reported  a 
sharp  increase  in  underhing 
first-quarter  figures  after 
enjoying  the  twin  benefits  of 
faffing  operating  costs  and 
rising  demand  in  asset  man¬ 
agement. 

The  bank,  the  product  of 
the  1997  merger  of  Finland's 
Merita  and  Nordbankcn  of 
Sweden,  said  operating  prof¬ 
its  rose  23  per  cent  to  €375m 
($399mi  even  though  interest 
income  dipped  from  €155m 
to  C448m  in  the  first  three 
months  of  tbe  year. 

Hans  Dalborg,  chief  execu¬ 
tive.  said  total  income  bad 
increased  from  €747m  to 
€755m  while  expenses  and 
loan  losses  declined. 

The  benefits  of  last  year’s 
restructuring  helped  reduce 
administrative  expenses  by 
74  per  cent  to  f  117m.  Loan 
losses  halved  to  €20m. 

“Although  interest  income 
was  below  most  market  esti¬ 
mates.  the  cost  base  has 
come  down  substantially," 
said  one  banking  analyst  in 
Stockholm. 


Net  commission  income 
rose  7  per  cent  to  ClSlm. 

The  bank  admitted  that  its 
mortgage  lending  business 
in  Finland  had  been  affected 
by  intense  competition,  but 
said  rising  volumes  had  off¬ 
set  lower  margins  on  depos¬ 
its.  Profits  in  retail  banking 
reached  ClfSm.  Meanwhile, 
increased  sales  and  volumes 
in  asset  management  con¬ 
tributed  to  profits  of  €3-im 
from  that  division. 

Of  the  total  investment  in 
asset  management  last 
month.  MeritaNordbanken 
won  60  per  cent  of  the  new 
business  in  Sweden  and  30 
per  cent  in  Finland,  its  retail 
banking  operations  were 
continuing  to  take  market 
share  in  both  countries. 

That  helped  lift  return  on 
equity  -  excluding  one-off 
items  -  from  17.8  per  cent  to 
22.4  per  cent. 

Un deriving  earnings  per 
share  in  Merita  rose  from 
fO.ll  to  €0.13.  and  from 
SKr0.96  to  SKrl^O  for  Nord- 
banken.  In  Stockholm.  Nord- 
banken  shares  rose  SKrl  to 
SKr53.  In  Helsinki.  Merita 
shares  rose  3.5  per  cent  to 
€5.65. 


Carlsberg  in 
Lithuanian  buy 


By  Clare  MacCartfiy 

in  Copenhagen 


Carlsberg.  the  Danish 
brewer,  yesterday  acquired  a 
95  per  cent  controlling  inter¬ 
est  in  a  leading  Lithuanian 
brewer,  AB  Svyturys.  for 
DKi315m  i$45m). 

Svyturys  is  the  market 
leader  in  the  Lithuanian 
beer  market,  with  annual 
sales  of  350.000  hectolitres 
and  a  market  share  of  26  per 
cent.  Carlsberg  purchased 
the  shares  mostly  from 
employees  who  took  owner¬ 
ship  when  the  company  was 
privatised  in  1993. 

Carlsberg’s  entry  into  the 
Lithuanian  market  comes  on 
the  heels  of  a  big  expansion 
in  Korea,  amid  Danish  media 
speculation  that  further  sub¬ 
stantial  investments  in  the 


Far  East  are  planned.  Last 
week.  Carlsberg  announced 
an  investment  of  US$50m  in 
Korea's  biggest  brewery,  the 
Hite  Brewery. 

Svyturys  is  listed  on  the 
Vilnius  stock  exchange,  and 
under  local  market  regula¬ 
tions  Carlsberg  must  now 
offer  to  purchase  the  out¬ 
standing  Svyturys  shares. 

Lars  Fellman.  Carlsberg 
rice-president,  said:  "Carls¬ 
berg  sees  the  Svyturys 
investment  as  an  entry  into 
the  Baltic  beer  market, 
which  has  a  size  of  3m  hecto¬ 
litres  a  year  for  Estonia.  Lat¬ 
via  and  Lithuania.’* 

The  Danish  newspaper  Jyi- 
lands-Posten  said  yesterday 
that  Carlsberg  was  negotia¬ 
ting  construction  of  a 
DKrl.obn  brewery  iu 
Thailand.  -  . 
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By  John  Authens  in  Mew  York 

Shares  in  Aetna,  the  US 
health  insurance  and  finan¬ 
cial  services  group,  enjoyed 
a  sharp  rally  on  Wall  Street 
yesterday  as  it  announced  a 
IS  per  cent  rise  in  operating 
timings  on  the  back  of  a  23 
per  cent  increase  in  revenue. 

By  mid-session,  the  shares 
were  up  6  per  cent,  gaining 
$4%  for  the  day  to  $86‘/i.  This 
represents  a  strong  recovery 
after  the  shares  hit  $60  dur¬ 


ing  the  Russian  financial  cri¬ 
sis  last  August  But  the  com¬ 
pany  remains  far  below  the 
high  of  more  than  $116 
which  it  recorded  in  1997. 

It  made  two  successive 
profits  warnings  in  late  1997 
after  its  $9bn  acquisition  of 
US  Healthcare,  the  largest 
US  health  management 
organisation,  and  this  led  to 
a  sharp  backlash  from 
investors. . 

Despite  this,  the  company 
bought  NYLCare,  the  health 


management  organisation  of 
New  York  Life,  early  last 
year  and  said  yesterday  it 
hoped  to  complete  its  acqui¬ 
sition  of  Prudential  Health- 
Care  from  Prudential  Insur¬ 
ance  of  America  during  this 
quarter. 

The  first-quarter  results 
appeared  to  show  that  the 
healthcare  business  was  now 
growing  steadily. 

Operating  earnings  in  the 
healthcare  business,  exclu¬ 
ding  Y2K  costs,  rose  from 


$1 10.5m  in  the  first  quarter 
last  year  to  $l33J5m,  mainly 
due  to  the  addition  of  the 
NYLCare  business. 

Its  medical  loss  ratio,  a 
key  measure  of  its  efficiency 
in  limiting  its  payments  to 
providers,  improved  to  82.0 
per  cent,  from  82.7  per  cent  a 
year  earlier. 

Loss  ratios  in  its  Medicare 
business,  which  involves 
organising  care  for  elderly 
people  ultimately  insured  by 
the  government,  showed  the 


strongest  improvement, 
moving  from  92jB  to  90.1  per 
cent. 

Its  retirement  services 
division,  which'  primarily 
manages  pension  funds, 
recorded  30  per  cent  earn- 
ings  growth,  with  operating 
profits  increasing  from 
$40_Sm  to  $53Xhn. 

Aetna  International  saw 
operating  earnings  increase 
by  22  per  cent  to  $45.6m.  It 
continued  its  aggressive 
expansion  into  emerging 


markets,  buying  a  large  pri¬ 
vate  healthcare  company  in 
Argentina  and  launching  a 
joint  venture  to  sell  pensions 
in  Poland  during  the 
quarter. 

It  announced  the  sale 
of  its  Canadian  business, 
with  the  intention  of  redi¬ 
recting  capital  to  emerging 
markets.  This  continued 
Aetna’s  strategy  of  leaving 
developed  markets,  with  its 
western  European 
operations  already  sold. 


M&S  to  dose 
all  38  stores 
in  Canada 


Pigs  could  fly  in  cyberspace  auction 


A  Canadian  auctioneer  is  planning  to  bring 
livestock  sales  from  around  the  world  to 
the  internet,  writes  Scott  Morrison 


By  Richard  Tomldns 

Marks  &  Spencer,  once 
considered  the  British 
retailer  most  likely  to  suc¬ 
ceed  overseas,  yesterday 
announced  plans  to  close  all 
38  M&S  stores  in  Canada 
with  the  loss  of  about  900 
Jobs. 

The  move  ends  a  25-year 
effort  to  establish  the  Marks 
&  Spencer  brand  in  North 
America  and  represents  a 
setback  to  its  hopes  of 
becoming  a  global  retailer. 

It  also  raises  questions 
about  the  prospects  for 
M&S's  two  remaining 
operations  in  the  US:  tbe 
Brooks  Brothers  clothing 
chain  and  the  Kings  Super 
Markets  food  stores. 

M&S  said  it  was  pulling 
out  of  Canada  after  sustain¬ 
ing  losses  there  in  24  of  tbe 
past  25  years. 

Is  tbe  year  to  March  1998. 
M&S  Canada  incurred  oper¬ 
ating  losses  of  £8.3m  ($13. 4m) 
on  revenues  of  £4L3m. 

Tbe  decision  came  as  part 
of  a  strategic  review 
launched  in  January  after 
the  company  delivered  a  sur¬ 
prise  profit  warning: 

M&S  said  the  closures 
were  expected  to  cost  about 
£25m,  excluding  goodwill 
already  written  off. 

M&S  blamed  its  inability 
to  make  profits  in  Canada  on 
tough  competition  in  the 
local  retail  market 
In  the  last  few  years,  this 
has  been  intensified  by  tbe 
arrival  and  rapid  growth  of 
Wal-Mart  Stores,  the  US  dis¬ 
count  store  operator  that  is 


by  far  the  world’s  biggest 
retailer. 

M&S’s  retrenchment  also 
highlights  the  difficulties 
retailers  face  in  trying  to 
export  successful  retailing 
formulae  to  other  countries 
where  retailing  cultures  dif¬ 
fer  and  new  entrants  lack 
economies  of  scale. 

M&S  opened  in  Canada  in 
1973  and  later  traded  under 
three  different  names  - 
Marks  &  Spencer.  D'Allaird’s 
and  Peoples  -  before  selling 
the  Peoples  chain  in  1992 
and  the  D'Allaird’s  chain  in 
1996. 

In  the  past  two  years,  the 
□umber  of  M&S  stores  had 
been  cut  from  47  to  38.  M&S 
said  the  rest  would  close 
during  the  current  financial 
year. 

Brooks  Brothers  and  Kings 
Super  Markets  both  made 
mcidest  profits  last  year,  but 
they  have  never  achieved  a 
satisfactory  return  and  ana¬ 
lysts  think  It  likely  that 
M&S  will  attempt  to  sell 
them. 

M&S  said  it  had  no  present 
plans  to  do  so:  indeed,  it  was 
about  to  open  a  new  Brooks 
Brothers  flagship  store  on 
New  York’s  Fifth  Avenue  in 
May. 

“Having  said  that,  the 
business  is  undertaking  a 
strategic  review,  and  all 
areas  are  being  looked  at,"  it 
added. 

Outside  the  UK  and  North  I 
America,  M&S  had  133  1 
owned  and  franchised  stores 
in  Europe,  tbe  Middle  East 
and  Asia  Pacific  at  March  31 
1998. 


Shane  Maine's  company 
is  trying  to  sell  cows  in 
cyberspace.  If  all  goes 
well,  e-Auction  Global  Trad¬ 
ing,  the  Canadian  Internet 
auction  group  that  he  heads, 
plans  to  sell  pigs  and  sheep 
as  well. 

In  another  innovation  in 
internet  commerce,  e-Auc- 
tion  is  trying  to  establish 
itself  in  the  growing  online 
commodities  auctions  mar¬ 
ket.  linking  businesses  elec¬ 
tronically  to  their  supply 
chain. 

The  energy  sector 
accounted  for  most  of  the 
estimated  USSSbn  worth  of 
commodities  traded  via 
internet  auctions  in  1998- 
Technology  forecasters  such 
as  Forrester  Research,  the 
US  group,  see  the  internet 
commodities  auction  market 
expanding  to  as  much  as 
US$32bn  by  20Q2.  e-Auction 
believes  it  can  carve  out  a 
niche  within  that  market  by 
focusing  on  the  largely  low- 
tech  agri-business  sector. 

Satellite  and  electronic 
auctions,  conducted  over 
costly,  closed  networks,  have 
been  held  in  North  America 
for  about  two  decades. 
e-Auctlon  was  founded  last 
year  by  consolidating  two 
small  Canadian  firms  provid¬ 
ing  technology  that  enabled 
the  Ontario  Livestock 
Exchange  to  conduct  such 
electronic  auctions. 

By  adopting  new  internet 
protocol  technology,  the 
Nasdaq-listed  company 
expects  in  the  next  month  or 
two  to  conduct  the  world's 
first  real-time  livestock  auc¬ 
tion  over  the  worldwide  web. 
David  Beck,  a  technology 


analyst  at  TD  Securities, 
says  e-Auction  is  one  of  the 
“new  intermediaries"  tbat 
aim  to  set  up  targeted  gate¬ 
ways  on  the  internet  to  con¬ 
solidate  market  information, 
allow  customers  to  learn 
about  vendors,  products  and 
services  within  the  sector 
and  link  buyers  to  sellers. 

e-Auction  would  also  go 
Into  partnership  with  reputa¬ 
ble  livestock  auction  bouses. 
That  would  enable  it  to 
leverage  the  reputation  of  a 
partner  such  as  the  OLE, 
which  has  long-established 
relationships  with  ranchers 
and  meat  packers.  Agents 
from  the  auction  houses 
would  inspect  and  grade  cat¬ 
tle  before  they  are  offered 
for  auction. 

Livestock  assessment  data 
would  then  he  entered  into 
the  server  operated  by 
e-Auction  and  an  online  auc¬ 
tion  would  be  scheduled. 
The  server  would  call  up 
pre-arranged  auction  lots  at 
the  appropriate  time  and 
customers  could  bid  in  real 
time.  Once  the  highest  bid¬ 
der  was  established,  the 
server  would  bring  up  the 
□ext  lot. 

Following  bidding,  the 
server  would  release  an  auc¬ 
tion  report,  advise  vendors 
about  transportation 
arrangements  and  arrange 
financial  settlements.  During 
the  on-line  auction,  tbe  com¬ 
pany’s  financing  arm  would 
also  provide  value-added  ser¬ 
vices  such  as  foreign 
exchange. 

Mr  Maine  sums  up  the  effi¬ 
ciencies  by  pointing  out  that 
100  people  would  take  13 
hours  to  sell  2^00  cattle  at  a 


A  nose  for  a  deal:  cows  are  already  being  sold  electronically  AP 


live  auction.  The  same  num¬ 
ber  of  cows  can  be  sold  elec¬ 
tronically  by  three  people  In 
90  minutes,  he  says. 

Using  tbe  internet  would 
enable  auction  participants 
to  save  on  infrastructure 
costs.  transportation 
expenses,  as  well  as  losses 
from  shrinkage  -  the 
estimated  10  per  cent  of 
mass  that  cows  lose  in 
transit 

Mr  Beck  estimates  that 
e-Auction,  which  had  1998 
revenues  of  C$4.9m 
(US$3. 3m)  on  trades  of 
C$200m,  could  quickly  man¬ 
age  more  than  C$lbn  In 
Internet  cattle  trades  should 
it  gain  a  handful  of  addi¬ 
tional  customers  from 
among  Ontario's  38  livestock 
exchanges- 

Mr  Maine  would  like  fur¬ 
ther  growth  through  part¬ 
nerships  with  US  auction 
houses.  Other  opportunities 
were  expected  to  emerge 
after  tbe  company's  recent 
announcement  that  it  had 


signed  letters  of  intent  to 
conduct  internet  livestock 
auctions  in  Europe,  Africa, 
Australia  and  New  Zealand. 

e-Auction  is  seen  to  have 
strong  growth  prospects, 
with  revenues  from  trading 
commissions,  foreign 
exchange,  financial  settle¬ 
ment  and  transportation  ser¬ 
vices  reaching  C$42m  in- 
2000. 

The  company  hopes  to 
apply  its  technology  to  auc¬ 
tions  for  other  goods,  such 
as  other  livestock,  grains 
and  even  vehicles. 

Jim  Wi deman.  who  set  up 
the  OLE’s  electronic  auction 
system  In  1962.  says  e-Auc- 
tion’s  greatest  challenge  will 
be  to  convince  members  of , 
what  is  regarded  as  a  conser¬ 
vative  industry  to  move 
beyond  the  traditional  meth¬ 
ods  of  doing  business. 

Another  uncertainty  Is 
whether  a  competitor,  possi¬ 
bly  from  the  US,  might 
emerge  to  challenge 
e-Auction. 
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By  Christopher  Parties 
in  Los  Angeles 

Infinity  Broadcasting,  a 
leading  US  radio  group,  may 
soon  join  the  rush  to  broad¬ 
cast  over  tbe  internet.  Mel 
Karmazin,  chairman  and 
chief  executive,  said  yester¬ 
day. 

The  company,  which  owns 
160  stations  and  TDI.'  the 
outdoor  advertising  group,  is 
considering  a  web-based  sub¬ 
scription  service  to  its  sta¬ 
tions  and  popular  pro¬ 
grammes  such  as  Howard 
Stern's  talk  show. 

Mr  Karmazin,  speaking  to 
analysts,  also  said  investors 
should  expect  more  internet 
announcements  from  Infin¬ 
ity  and  CBS,  the  television 
network  which  owns  32  per 
cent  of  its  stock. 


In  recent  weeks  CBS  has 
taken  stakes  in  several  inter¬ 
net  businesses,  including 
Hollywood.com.  devoted  to 
entertainment,  and  retailer 
Storerunner.com.  Most 
recently  it  acquired  33J3  per 
cent  of  Office.com,  which 
provides  services  for  small 
and  medium-sized  busi¬ 
nesses. 

Mr  Karmazin's  comments 
came  during  a  teleconfer¬ 
ence  discussing  a  52  per  cent 
rise  to  $4Sm  in  first-quarter 
profits,  which  tbe  company 
attributed  in  part  to  strong 
sales  of  advertising  to  inter¬ 
net  companies. 

Radio,  with  a  large  audi¬ 
ence  among  the  young,  and 
captive  listeners  during  com¬ 
muting,  is  widely  considered 
a  key  medium  for  promoting 
internet  services. 


Infinity's  revenues  rose 
44  per  cent  to  $474m  in  the 
quarter. 

However,  the  increase  was 
only  16  per  cent  after  exclu¬ 
ding  tbe  effects  of  the  acqui¬ 
sition  of  American  Radio 
Systems.  Operating  income 
rose  53  per  cent  to 
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evidencing  20  Ordinary  Warrants. 
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The  attention  ol  the  holders  ot  Warrant  IDRs  is  drawn  to  their  right  to 
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Subscription  rights  not  exercised  by  1st  June  1999  may  be 
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This  notice  Is  given  in  accordance  with  the  terms  of  the  Warrant 
Deposit  Agreement  between  Ihe  Company  and  the  Depositary,  ft  is 
not  to  be  taken  as  a  recommendation  to  the  holders  of  Warrant  IDRs 
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Infinity  shares  have  per¬ 
formed  strongly  since  CBS 
sold  17  per  cent  of  the  com¬ 
pany  in  an  initial  public 
offering  last  December,  rais¬ 
ing  almost  $3bn_ 

Beating  analysts'  profit 
predictions  of  5  cents  a  share 
with  earnings  of  6  cents, 
Infinity  reported  growth  In 
both  radio  and  billboard 
advertising,  and  said  it 
expected  strong  growth  to 
continue  for  the  rest  of  tbe 
year  and  beyond. 
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By  Peggy  Hoflmger 

Wal-Mart,  the  world's  largest 
retailer  with  annual  sales  of 
$138bn,  yesterday  put  paid  to 
speculation  tbat  it  planned 
1  to  come  to  tbe  UK  in  tbe 
near  future,  saying  it  would 
not  be  in  shareholders'  inter¬ 
ests. 

Moreover,  tbe  group  said 
fears  about  a  radical  change 
in  tbe  landscape  of  European 
retailing  as  a  result  of  its 
arrival  on  tbe  continent 
were  “overstated". 

Jay  Fitzsimmons,  senior 
vice  president  and  treasurer 
of  the  genera]  merchandise 
retailer,  said  UK  retail  mar¬ 
gins  were  too  high  to  make 
an  acquisition  attractive. 

“In  tbe  UK.  eventually, 
margins  will  move  closer  to 
the  levels  in  the  rest  of 
Europe.  And  if  you  buy  a 
company  with  high  margins 
which  then  fall,  it  will  be 
difficult  to  make  It  work  for 
shareholders." 

In  the  near-term,  be  said, 
Wal-Mart  was  “not  contem¬ 
plating  an  investment”. 
However,  the  group  would 
remain  opportunistic  about 
potential  targets. 


But  Mr  Fitzsimmons 
stressed  that  the  main  driver 
for  growth  in  Wal-Mart 
would  come  from  expanding 
international  operations.  He 
said  the  group  expected  sales 
of  some  $16bn  this  year 
internationally,  up  from 
S122bn. 

His  comments,  made  at 
the  Goldman  Sachs  interna¬ 
tional  retailing  conference  in 
London,  will  come  as  a  relief 
to  the  UK  retailers.  King¬ 
fisher  and  Asda,  which 
recently  announced  plans  for 
a  £17bn  ($27.5bn)  merger. 

Speculation  that  Wal-Mart 
would  launch  a  rival  bid  for 
the  UK's  third  largest  super¬ 
market  group  had  depressed 
Kingfisher’s  share  price  in 
the  days  following  the 
announcement. 

Wal-Mart’s  comments  are 
likely  to  disappoint  the  UK 
government,  which  has  been 
keen  to  encourage  it  as  part 
of  its  attempt  to  reduce  price 
differentials  between  the  UK 
and  the  US  on  consumer 
goods. 

Wal-Mart's  buying  power 
is  regarded  as  a  significant 
advantage,  allowing  it  to  sell 
products  in  tbe  US  at  prices 


even  lower  than  those  at 
which  many  European  retail¬ 
ers  can  buy  from  suppliers. 

Wal-Mart's  arrival  in  Ger¬ 
many  more  than  a  year  ago, 
through  the  acquisition  of 
Wertkauf  hypermarkets,  has 
already  sparked  the  begin¬ 
nings  of  retail  consolidation 
in  Europe.  Karstadt  and 
Quelle  of  Germany  joined 
forces  last  week  to  create 
one  of  the  world's  largest 
mail-order  businesses,  while 
Cora  and  Casino  of  France 
have  pooled  their  purchasing  | 
to  cut  costs. 

Although  Mr  Fitzsimmons 
stressed  the  difficulties  of 
cross-border  expansion  and 
said  global  buying  opportu¬ 
nities  were  not  as  significant 
as  popularly  believed,  retail¬ 
ers  face  a  real  threat  from 
the  group’s  traditional 
approach  to  new  markets. 

In  Canada.  Wal-Mart 
became  one  of  the  few  suc¬ 
cessful  foreign  retailers  by 
cutting  prices  dramatically, 
even  though  it  hit  gross  mar¬ 
gins.  This  increased  volume 
and  productivity,  said  Mr 
Fitzsimmons,  and  the  busi¬ 
ness  is  now  the  group's  mast 
profitable  operation. 
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By  Nikki  TaK  bi  Chicago 

TRW,  tbe  Cleveland-based 
manufacturing  group  which 
recently  acquired  LucasVar- 
ity  of  the  UK,  said  yesterday 
tbat  it  did  not  intend  to  split 
into  separate  automotive 
and  aerospace  companies  in 
the  short  term. 

Instead,  it  announced  a 
management  realignment 
that  will  establish  two  core 
divisions  within  the  parent 
group. 

The  idea  that  TRW  might 
spin  off  one  of  its  main  busi¬ 
ness  units  as  a  separate 
entity  surfaced  last  year, 
before  the  $7bn  LucasVarity 
deaL  That  transaction  made 
TRW  one  of  the  largest  inde¬ 
pendent  suppliers  of  automo¬ 
tive  parts.  .  But  it  has  also 
been  blamed  for  a  plunge  in 
the  company’s  share  price, 
from  around  $60  at  the  start 


of  1999  to  just  over  $42  at 

present. 

While  confirming  that  the 
business  would  continue  to 
take  in  the  two  divisions  for 
the  immediate  future,  the 
company  said  it  still  planned 
a  series  of  disposals.  These 
are  expected  to  involve  units 
from  both  sides  of  the 
business. 

Under  yesterday’s  realign¬ 
ment,  the  new  TRW  automo¬ 
tive  division  will  incorporate 
both  the  existing  TRW  auto¬ 
motive  operations  and  those 
acquired  as  part  of  Lucas¬ 
Varity.  Jim  Remick,  who 
headed  the  existing  busi¬ 
ness.  will  keep  this  rule, 
becoming  executive 
vice-president  and  general 
manager.  John  Plant,  the 
current  president  of  Lucas¬ 
Varity  Automotive,  will  con¬ 
tinue  to  head  the  former  UR 
company’s  automotive  units. 


with  a  similar  job  title. 

But  TRW  alms  to  bring  in 
a  new  president  and  chief 
operating  officer  for  the 
overall  automotive  division. 

The  aerospace  operation 
will  be  headed  by  Ronald 
Sugar,  who  will  be  responsi¬ 
ble  for  integrating  the  for¬ 
mer  Lucas  Aerospace  busi¬ 
ness  into  the  combined 
group. 

•  Federal-Mogul,  another 
acquisitive  US  automotive  ‘I 
parts  supplier  which 
snapped  up  Britain’s  T&N, 
yesterday  reported  after-tax 
profits  of  $75m,  or  96  cents  a 
share,  in  the  first  quarter  of 
1999,  on  sales  of  $L64bn. 

A  year  ago.  it  made  $29m, 
or  63  cents.  The  result  was  a 
cent  better  than  average 
market  forecasts,  but 
Federal-Mogul’s  shares,  also 
battered  recently,  fell  $2[i  to 
$47%. 


By  Edward  AJden  in  Toronto 

Bowater,  the  second  largest 
newsprint  maker  in  North 
America,  said  yesterday  it 
would  cut  production  this 

year  by  an  additional  75*000 
tonnpg,  roughly  2.5  per  cent 
of  its  annual  production. 

The  announcement  came 
despite  the  company’s  bet- 
ter-than -expected  first-quar¬ 
ter  <«>TTrings  from  operations 
of  U5Sl9-2m,  down  S  per  cent 
from  the  same  period  in 
1998. 

The  cutbacks  will  reduce 
Bowater’s  production  bv 
125.000  tonnes  in  the  first 
half  of  this  year,  and  follows 
similar  cutbacks  by  Abitibi- 
Consolidated,  the  world’s 
largest  newsprint  producer, 
and  Donohue,  another  big 
producer. 

Newsprint  prices  have 
fallen  by  almost  10  per  cent 
over  the  past  year  as 
demand  in  Asia  has  failed  to 
recover  sufficiently  to  com¬ 
pensate  for  growing  world 
production,  particularly 
resulting  from  the  end  of  a 
five-month  strike  at  Abitibi. 

Failing  prices  have  put  all 
the  large  newsprint  produc¬ 
ers  under  pressure  to  cut 
costs  in  order  to  maintain 
earnings  until  prices  turn 
around. 

Earlier  this  week  Abitibi 
reported  that  earnings  from 
continuing  operations  fell 
almost  90  per  cent  in  the 
first  quarter  to  CS9m 
(US$6m).  or  5  cents  a  share, 
from  C3ff5m,  or  38  cents,  pre¬ 
viously. 

Abitibi  has  shut  170.000 
tonnes  of  capacity  In  Canada 
this  year  and  temporarily 
idled  another  50.000  tonnes. 
Tbe  company  also  said  it 
would  take  a  CS80m  restruct¬ 


uring  charge  os  .  plans 
announced  last  week  to  shed 
10  per  cent  of  its  workforce^ 
about  L30Q  jobs,  by  the  end 
of  2000.  Those  reductions  are  -v 
expected  to  produce  about  -Jfr 
CSlOOm  in  savings.  Jft- 

Estimates  vary  on  how 
much  more  production  heeds 
to  be  removed  to  stabilise 
ft  rung  prices.  John  Weaver, 
Abitibf  chief  executive,  said 
at  the  company’s-  -annual 
meeting  in  Montreal  on 
Tuesday  that  there  was  stm 
500,000  tonnes  of  excess  sup¬ 
ply  in  North  America. 

But  Don  Roberts,  senior 
forestry  analyst  with  CIBC 
Wood  Gundy,  the  Canadian 
brokerage,  estimates  that 
another  200,000  tonnes  in 
cutbacks  would  bring  supply 
and  demand  into  balance. 

“The  critical  question  now  is 
whether  prices  have  reached 
the  bottom.  We  think  we’re 
real  close  to  it.” 

The  difficulties  for  news¬ 
print  producers,  located  pri¬ 
marily  in  eastern  Canada, 
contrast  with  an  improving 
outlook  for  western  Cana¬ 
dian  lumber  producers. 

MacMillan  Bloedel 
reported  a  69  per  cent  - 
increase  in  operating  earn-  Cv 
tags  in  the  first  quarter. 
benefiting  from  a  cost-cut¬ 
ting  programme  and  a  firmer 
export  market  for  lumber. 

It  has  led  Canada's  trou¬ 
bled  west  coast  forest  indus¬ 
try  in  selling  off  non-core 
assets  and  restructuring  in 
the  face  of  weak  prices  and 
costlier  timber  supplies. 

Most  analysts  now  see  bet¬ 
ter  prospects  for  the  indus¬ 
try.  which  has  suffered  large 
losses  in  the  past  two  years. 
Lumber  prices  in  the  US  and 
Japan  are  up  10  per  cent  on 
a  year  ago. 
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AUTOMOTIVE  ENGINES 

Detroit  Diesel  bids  for 
DaimlerChiysler  stake 

Detroit  Diesel,  the  US  manufacturer  of  heavy-duty  and 
automotive  diesel  engines,  said  yesterday  it  had  offered  to 
buy  back  the  20  per  cent  stake  DaimlerChrysler,  the  Ger- 
man-American  group,  owns  in  the  company,  and  stressed 
that  it  wanted  to  remain  independent  The  buy-back  offer 
follows  comments  last  month  from  Juergen  Schrempp, 
DaimlerChrysler  co-chairman,  that  hrs  company  would 
“very  much  like  to  acquire”  the  whole  of  Detroit  Diesel  or  a 
majority  stake.  Shares  in  the  Michigan-based  group,  which 
rose  in  the  wake  of  Mr  Schrempp's  remarks,  eased  $£  to 
$24fi  yesterday.  At  the  outset,  Mr  Schrempp  had  stressed 
that  DaimlerChrysler  was  not  prepared  to  pay  “any  price" 
and  that  no  agreement  had  been  reached. 

Detroit  Diesel  said  ft  was  not  aware  of  any  response 
from  the  larger  company  to  the  buy-back  offer,  and  there 
was  no  immediate  comment  from  DaimlerChrysler. 

A  bigger  shareholder  in  Detroit  is  the  privateiy-heid 
Penske  group,  chaired  by  Roger  Penske.  which  encom¬ 
passes  a  range  of  automotive  and  transportation-related 
interests  and  has  annual  sales  of  about  $6bn. 

,  Nikki  Tait,  Chicago 
VW  results,  Page  20 


RJR  NABISCO 


Icahn  abandons  revolt 

Cari  Icahn  has  dropped  his  third  attempt  to  whip  up  a 
shareholder  revolt  at  RJR  Nabisco,  marking  the  end  of 
what  could  be  his  final  run  at  the  tobacco  and  foods 
.group. 

The  veteran  corporate  raider  conceded  defeat  late  on 
Tuesday,  six  weeks  after  proposing  his  own  slate  of  dtoeo- 

T*®  withdrawal  had  been  expec¬ 
ted,  since  most  shareholders  have  been  appeased  by  the 

TuKStSThoU  J “bns  proposal  had  won  little  backing. 

Mr  |cahn  had  argued  that  Steve  Goldstone.  RJR  chief 
executive,  should  spin  off  Nabisco,  keeping  its  tobacco 

he,p  to  P™*t  Nabi^^ets 
from  tobacco-related  legal  claims, 

iJ^k?^^6,  hi®  part  has  claimed  that  this  is  not 
iagaUy  possibfe.  since  it  would  represent  a  fraudulent 

SSSsrjBfi®.. 

telecommunications 

BCE  tumbles  into  the  red 

telecommunications  group  TM? * ,argest 
C$1 74m,  or  27  cents,  last  time  -^1^  * 

to  Nortel's  US$7bn  purchase  nf  o’®  S88  Was  Primari,y  due 
Excluding  the 

ating  earnings  rose^ c^s-  °Per* 
compared  with  C$31 5m  or  or  57 

cent  to  C$3.5bn,  excludim  N^2^Revenues  ^  7  per 
quarters  of  1998  and  igog  N^,.s  reV6nue  Ir*  *e  first 

5“  sin“  BGE'S  i"»  w 

S  largest 

tffeet  by  higher  'ocal-se^ic^vem 77,31  was 

IT1CrSfSe  n  data  Serv,ces  revenues  US  ,a  16  (xrA 
enabling  Befl  Canada  to  inSSfL  d  lower  costs. 

contribution  by  3  per  cent  tcfr^ioo  qu?rterty  earnings 
«o rd  losses  at  fewi^Ll^3m-  BcE  continu^to 
international  operatfonSi ' M<f'-fl_cornmerce  and 
acott  Mornson,  Toronto 


n 

-*L  A 


\  m 


i 


•'  %&'. .  r-  is-' £»  *  ivw 


I  iye\j)£j2$i 


*  J  \\ 


‘  »  4-  r 

4|(i 


‘ill 


U 1 


Global  expertise  in  telecommunications 


J  t  V 


-  i  t  s 

<iVU 


Wherever 
you  are, 

we  have 
the 


.;5=:  bids  far 

-r-.-sis:  53: 


numb  er. 


The  global  telecoms  market  is  one  of  dynamic  change. 
And  no  investment  bank  has  a  greater  influence  in 
driving  that  change  than  Warburg  Dillon  Read. 

The  power  of  our  global  network,  the  quality  of  our 
research  and  our  sales  and  distribution  resources  make 
us  the  intelligent  choice  for  telecoms  deals. 


From  C&W  Optus  in  Australia  to  Sprint  PCS  in  America, 
from  NTT  in  Japan  to  Europe's  Telekom  Austria,  Panafon 
or  Swisscom,  Warburg  Dillon  Read  has  demonstrated  its 
expertise  all  over  the  world. 


So  if  you're  operating  in  the  global  telecoms  market, 
you  know  who  to  call. 
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Swisscom  AG 

Joint  global  co-ordinator  &  joint  bookrunner 

C&W  Optus 

Joint  global  co-ordinator  &  joint  bookrunner 

Panafon 

Global  co-ordinator  &  sole  bookrunner 

NTT4 

Joint  global  co-ordinator  &  joint  bookrunner 

Telekom  Austria 

Sole  financial  advisor 

Sprint  PCS 

Joint  global  co-ordinator  &  joint  bookrunner 


US$6.4bn 
October  '98 

US$1. 3bn 
November  '98 

US$695m 
December  '98 

US$7.  Bbn 
December  '98 

US$2. 4bn 
December  '98 

US$702m 
February  '99 
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An  investment  bank  of  global  intelligence 


www.wdr.com 
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To  remain  competitive,  today’s  companies  need  a  source  of  financial  innovation,  market  insight  and  global  resources. 
They  continue  to  find  all  of  them  at  Bankers  Trust.  Not  surprisingly,  our  combination  of  strengths  has  led  to  a 
number  of  significant  deals— and  plenty  of  industry  recognition,  as  demonstrated  by  the  awards  shown  below. 
Given  what  we’ve  achieved  so  far,  there’s  no  limit  to  what  we  can  do  for  clients  when  we  join  with  Deutsche  Bank.* 


1998  Domestic  Deal  of theYear-llighly  Commended 

(General  Cable) 

-  Acquisitions  Monthly 

1998  Deals  of  the  Year  Securitisation 
Overall  Winner  (Euro  Freight  Car  Finance) 

Winner  (Punch  Taverns) 

-  Corporate  Finance 

1998  Best  at  High  Yield  Debt 

-  Euromoney 

1998  US  Structured  Loan  of  the  Year 

(Jefferson  Smurfit/Stone  Container) 


1998  European  Leveraged  Loan  of  the  Year 

(General  Healthcare) 

-  1FR  * 

1998  Deals  of  the  Year 

Emerging  Markets  International  Bonds 
Overall  Winner  (Turkcell) 

-  Corporate  Finance 

1998  Best  Block  Trade 

(Granada/BskyB) 

-Euromonev  .. 

1998 European  Leveraged  Loan  House  of  die  Yfeir 
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great  things  are  possible. 


m:mji\  r; 

$74]. 000.000 

AOR 


American  Oncology 
Resources,  Lnc. 

H  \S  ACKU-D  Tl )  MlJiGL  WITH 

Phy  sicians  Reliance 
Network,  Inc. 


APRIL  «  i|  if  y 
£123.000,000 


w- 


HAS  ACQUIRED 


3C  Holdings  Llmited 


APRIL  1  i}  y  y 
£109,000,000 


AMEC 

Amecplc 


SALK  OF  FAIKCI.OUCH  HC  >MJ\S  11  > 


Centex  Corporation 


MARCH  1  y  y  9 

€433,000,000 


-Accor 


Waste  Recycling  Group  Plc  Accor  SA 


Bond  offering,  convertible  into 
shares  of  Compass  Group 


APRIL  lay  .# 

£375,000,000 


The  Fleming  Income  & 
Growth  Investment  Trust 
plc 

CAPITAL  REORGANISATION 


MARCH  1  y  y  y 
$98,000,000 

autobytelxom 


AlTOBYTEL.COM  INC. 


Initial  Public  Offering 


APRIL  1  y  y  y 
£438.000,000 


M1UENMUM  A  COI*rM<»BNS  IfOTttA 

Millennium  &  Copthorne 
Hotels  PLC 


Richts  issue 


march  1  y  a  y 


£152,000,000 


THE  BOOTS  COMPANY 

The  Roots  Gym  pant  Plc 

Share  purchase  proc  .ramme  for 

Roots  Employee  Share 
Options  Scheme 


a  P  1:  1 1.  1  y  a  a 
£81.000,000 


The  Sage  Group  Plc 


Has  vyliKFn 


Tetra  plc 


MARCH  1  >i  <1  <1 

£2.200,000,000 


Canary  Wharf  Group  PLC 


Initlal  Public:  Offering 


m  a  R  i .  H  1  a  y  a 
$135,000,000 
¥1.350,000,000 


Gomel  S.A. 


RUSSUE  AND  RESTAtEMENT 

ofNctjes 


MARCH  lyyy 

£1,200,000,000 


LADBROKE 


Ladbroke  Group  plc 


HAS  ACQUIRED 


StaigsPlc 


march  i  y  y  a 

DKR  3,212,000,000 


Navision  Software  A/S 


Initial  Pubuc  Offering 


MARCH  1  9  9  y 
$187,000,000 


OneMain.com 

your  hometown  bvaner 

OneMain.com  Inc. 


Initial  Prnuc  Offerinc 


march  1  y  a  a 

£93  ,?00, °°° 


PcnatMtlic 

phi  v  «r«virf  < 


Penauille 
Poly  Services  SA 

ACQUISITION  OF 

Servisajrplc 
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COMPANIES  &  FINANCE:  EUROPE 


Fury  erupts  over  BCI  merger  stance 


By  Paul  Bette  In  Mian 

The  deep  split  inside  Banca 
Commerclaie  Italians  over 
its  merger  plans  yesterday 
erupted  with  fury  at  the 
bank’s  annual  shareholders' 
meeting  with  board  mem¬ 
bers  and  shareholders  trad¬ 
ing  insults  and  an  attempt  to 
force  the  bank’s  two  chief 
executives  to  step  down. 

Pierfrancesco  Saviotti  and 
Alberto  Abelli.  joint  chief 
executives,  came  under 
attack  from  shareholders 
and  board  members  siding 
with  Mediobanca,  the  Milan 
investment  bank,  for  back¬ 
ing  the  bid  from  UniCredlto 
Italiano,  BCTs  Milan  rival 


Although  BCI  owns  AS  per 
cent  of  Mediobanca,  the 
investment  bank  has  tradi¬ 
tionally  pulled  the  strings  of 
power  in  the  large  commer¬ 
cial  bank  through  its  12  per 
cent  stake  in  Assicurazioni 
Generali,  Italy’s  leading 
insurer  and  5  per  cent  share¬ 
holder  of  BCL 

After  failing  to  push 
through  a  merger  between 
BCI  and  Banca  di  Roma. 
Mediobanca  has  been  fight¬ 
ing  furiously  to  prevent  BCI 
linking  up  with  UniCredlto 
because  it  fears  the  deal 
would  undermine  its  influ¬ 
ence  and  independence. 

UniCredlto  also  owns 
8,8  per  cent  of  Mediobanca 


but  has  long  detached  itself 
from  the  Mediobanca  fold. 

A  shareholder  accused  the 
BCI  chief  executives  of  hir¬ 
ing  Merrill  Lynch  as  the 
bank's  adviser  without 
board  approval  immediately 
after  BCI  abandoned  merger 
talks  with  Banca  di  Roma 
last  month  and  just  before 
UniCredlto  launched  Its 
merger  bid. 

The  suspicion  was  that  the 
two  chief  executives  were 
already  plotting  a  merger 
with  UniCredito.  a  deal 
which  has  won  widespread 
approval  In  the  markets. 

Opponents  of  the  UniCre¬ 
dito  bid  also  objected  to  Mer¬ 
rill's  role  because  the  US 


bank  had  earlier  advised 
UniCredlto  when  the 
enlarged  bank  was  consti¬ 
tuted  through  the  merger  of 
Credito  Italiano  and  three 
north  Italian  savings  banks. 

But  the  two  chief  execu¬ 
tives  have  shown  remark* 
able  determination  to  defend 
what  they  consider  are  the 
bank's  best  interests  and 
have  been  prepared  to  resist 
Mediobanca's  pressure. 

At  one  stage,  two  board 
members  asked  Luigi  Luc- 
chini.  BCI  chairman,  to 
defend  publicly  the  two  chief 
executives. 

Mr  Luccbini.  whose  own 
mandate  was  due  for 
renewal  last  night,  said  the 


issue  would  be  dealt  with  by 
the  board  immediately  after 
the  shareholders’  meeting. 

The  board,  whose  meeting 
last  night  was  likely  to  he  as 
stormy  as  the  shareholders’ 
meeting,  was  also  expected 
to  consider  a  rival  merger 
proposal  from  Banca  Intesa. 
Italy's  third  largest  bank. 

Giovanni  Bazoli.  Intesa 
chairman,  indicated  his 
group  had  been  prepared  to 
bid  for  BCI  but  had  decided 
to  withdraw  the  offer  while 
the  BCI  board  was  consider¬ 
ing  the  UniCredito  proposal. 
However,  Intesa  indicated  it 
would  be  prepared  to  return 
to  the  fray  if  BCI  rejected 
UniCredito’s  bid. 


The  old  guard  rears  its  head  once  more 


Italy’s  business  renaissance  comes  to  a  halt,  writes  Paul  Betts 

The  springtime  of  Italian  “We  suddenly  felt  that  our  Banca  di  Roma.  Antonio 
capitalism  looks  suspi-  petrified  forest  of  banks  was  Fazio,  the  central  bank  gov- 
ciously  like  turning  into  about  to  blossom,"  said  a  ern or,  made  it  clear  he 
deen  winter.  Barely  four  Milan  banker.  would  not  relinquish  his  role 


The  springtime  of  Italian 
capitalism  looks  suspi¬ 
ciously  like  turning  into 
deep  winter.  Barely  four 
weeks  ago  it  seemed  the 
country  was  on  the  thresh¬ 
old  of  a  Financial  and  busi¬ 
ness  renaissance. 

“We  are  back  in  the  Dark 
Ages,"  a  veteran  Milan 
investment  banker  said  yes¬ 
terday. 

Italy’s  entry  into  European 
monetary  union,  globalisa¬ 
tion  of  finance  and  industry, 
widespread  privatisation  of 
the  country's  banking, 
industry  and  stock 
exchange,  along  with  new 
corporate  governance  rules 
and  financial  regulations,  all 
appeared  to  have  set  the 
stage  for  a  revolution  in 
business  attitudes  and  cul¬ 
ture. 

The  optimists  expected  all 
these  changes  to  sweep  away 
the  old  Italian  way  of  capi¬ 
talism.  It  was  a  system  com¬ 
bining  benevolent  govern¬ 
ment  interventionism  with  a 
network  of  cosy  relation¬ 
ships  between  big  groups 
and  a  handful  of  powerful 
individuals. 

Telecom  Italia,  the  subject 
two  years  ago  of  the 
so -called  “mother  of  all  pri¬ 
vatisations".  suddenly  found 
itself  at  the  end  of  February 
the  target  of  the  “mother  of 
all  takeovers"  in  a  country 
unaccustomed  to  hostile 
bids,  let  alone  US-style 
highly  leveraged  raids. 

A  few  weeks  later,  one  of 
Europe's  most  fragmented 
and  inefficient  hanking  sec¬ 
tors  woke  up  to  discover 
that  two  of  the  country's 
largest  banks  were  launch¬ 
ing  simultaneous  merger 
bids  for  two  other  big  Italian 
banks. 


So  what  has  gone  wrong? 

Far  from  laying  down 
their  weapons,  the  old  net¬ 
works  and  their  political 
allies  in  Rome  have  fought 
back  with  a  vengeance.  Mas¬ 
simo  D'Alema,  the  prime 
minister,  held  a  succession 
of  meetings  with  the  main 
characters  in  the  corporate 
melodramas. 

He  had  lunch  with  Enrico 
Cuccia,  the  92-year-old  hon¬ 
orary  chairman  of  Medio¬ 
banca.  the  secretive  invest¬ 
ment  bank  orchestrating  the 
resistance  against  the  new 
business  order.  In  the  last 
few  days,  he  has  also  seen 


as  master  of  the  banking 
system.  This  role  is  now 
questioned  by  Luigi  Spav- 
enta,  chairman  of  Consob, 
the  stock  market  regulator. 

UniCredito’s  merger  bid 
for  BCI  is  now  also  at  risk. 
Hie  two  BCI  Joint  chief  exec¬ 
utives  favour  the  merger 
with  Its  Milan  rival.  But  part 
of  the  BCI  board  is  opposed 
and  is  allied  with  Medio¬ 
banca.  which  regards  the 
merger  as  a  threat  to  its 
influence  and  Independence. 

Mediobanca  has  been  wor¬ 
ried  by  its  shrinking  power 
base.  Some  of  its  board  mem¬ 
bers  are  demanding  changes 


Lucio  Rondelh,  chairman  of  after  a  string  of  corporate 


UniCredito,  the  hank  trying 
to  merge  with  Banca  Com- 
merctale  It  a  liana;  Cesare 
Geronzi.  chairman  of  Banca 
di  Roma  which  rejected  the 
merger  advances  of  San 
Paolo-IMI;  Roberto  Colan- 
inno.  Olivetti's  chief  execu¬ 
tive  and  architect  of  the 
blockbuster  hostile  hid 
against  Telecom  Italia  and 
Franco  Bernabe.  the  Tele¬ 
com  Italia  chief  now  trying 
to  put  together  a  merger 
with  Deutsche  Telekom  to 
thwart  Olivetti. 

Far  from  moving  out  of 
the  affairs  of  business  and 
finance,  the  government 
now  appears  to  have  redis¬ 
covered  Its  old  role  of  prin¬ 
cipal  and  final  arbiter.  It  will 
have  to  decide  whether  to 
dear  Mr  Bernabe's  efforts  to 
merge  with  Deutsche  Tele¬ 
kom. 

The  Bank  of  Italy  has 
already  shown  its  hand.  By 
blocking  this  week  San 
Paolo-IMI's  merger  bid  for 


fiascos  and  at  a  time  when  it 
is  struggling  to  compete 
against  the  spreading  influ¬ 
ence  of  US  investment  banks 
on  its  patch. 

Mediobanca's  top  manage¬ 
ment  response  has  been  two¬ 
fold.  After  acting  as  the 
adviser  to  Telecom  Italia's 
privatisation  two  years  ago 
it  has  now  switched  sides  to 
help  Olivetti  mount  its  take¬ 
over  bid.  “The  move  makes 
sense,"  said  a  leading  Italian 
businessman.  “Apart  from 
making  money,  they  want  to 
show  they  are  still  at  the 
centre  of  the  action.”  he 
added. 

It  has  also  been  using  all  its 
old  lobbying  and  arm 
twisting  powers  to  block 
the  banking  mergers  and 
promote  alternative  deals 
that  would  strengthen  Its 
own  hand. 

Mediobanca's  enemy  is  no 
longer  Rome  but  Turin  and 
the  Agnelli-Fiat  family,  once 
Mediobanca's  main 


IL  RUSSO  DELL'Offl  (OSTILE) 

“Takeover  stops  (hostile)"-  From  toft;  Antonio  Fazio,  centra!  bank 
governor;  Sergio  Cofforati,  secretary  general  of  CG1L  trade  union; 
Luigi  Spaventa,  Consob  chairman  and  GuSano  Amato,  minister  for 
Institutional  reform  Confers  Date  Sera 


heavyweight  supporter. 
Since  Cesare  Romlti  retired 
as  Fiat's  chairman  and 
moved  to  Milan,  Mediobanca 
has  developed  an  increas¬ 
ingly  close  relationship  with 
the  Rome  business  and  polit¬ 
ical  establishment.  The 
Agnellis  and  Fiat  have  also 
increasingly  gone  their  own 
way.  building  a  new  power 
structure  through  their 
influential  holdings  in.  San 
Paolo-IMI  and  Telecom 
Italia.-  ■  —  ■ 

Both  in  the  Telecom  Italia 
battle  and  the  banking  merg¬ 
ers.  Mediobanca  and  the 
Agnellis  are  in  opposing 
camps.  “The  Agnellis  and 
Fiat  have  their  own  prob¬ 
lems  with  consolidation  in 


the  car  industry  but  Medio¬ 
banca  appears  to  have  suc¬ 
cessfully  persuaded  Rome 
and  the  government  that 
they  are  seeking  to  create  a 
new  power  structure  in 
Italy,"  said  another  leading 
businessman. 

“It  is  no  freak  occurrence," 
he  added.  "It  is  simply  a 
power  game  and,  sadly,  the 
ultimate  reshaping  and  mod¬ 
ernisation  of  this  country's 
financial  and  industrial  sys¬ 
tem  will  remain  hostage  to 
power  struggles  as  long  as  it 
Is  not  equipped  with  the  nec¬ 
essary  instruments,  such  as 
strong  pension  funds  and  the 
efficient  use  of  new  regula-  1 
tions,  to  ensure  that  an  open 
market  can  really  work." 


Winning  bidders  named  in  Iberia  sale 


By  David  White  n  Madrid 

Spain’s  Cgja  Madrid  savings 
bank  is  set  to  become  the 
largest  single  shareholder  in 
Iberia,  the  flag-carrier  air¬ 
line.  as  a  result  of  a  privati¬ 
sation  auction  in  which  30 
per  cent  of  the  stock  was 
allocated  yesterday  to  five 
corporate  bidders  for 
Ptal74bn  (€i.05bn,  ti.ibnj. 

The  choice  of  core  “institu¬ 
tional"  shareholders,  the  sec¬ 
ond  stage  of  a  three-part  pri¬ 
vatisation,  fallowed  a  deal  in 
February  in  which  British 
Airways  agreed  to  buy  9  per 
cent  and  its  partner  Ameri¬ 
can  Airlines  1  per  cent. 

it  came  after  an  unex¬ 
pected  setback  to  the  air¬ 
line's  buoyant  expectations 
for  the  year,  caused  by  a 
pilots'  strike  over  tbe  peak 


Argentina  result  revives  takeover  talk 


Argentaria  Spain's  third 
largest  bank,  yesterday 
posted  attributable 
first-quarter  results  above 
consensus  estimates,  which 
could  revive  speculation  of  a 
takeover  by  the  larger  Banco 
Bilbao  Vizcaya  group,  writes 
Tom  Bums  in  Madrid. 

Net  profits  at  Argentaria 
grew  17  per  cent 
year-on-year  to  €1 28.1m 


Easter  period,  a  continuing 
unofficial  work-to-rule  and 
serious  traffic  congestion  at 
Madrid  and  other  Spanish 
airports. 

The  chaos  of  airport  delays 
prompted  Iberia  last  week  to 
cut  16,000  flights  aver  the 


NOTICE 


($136. 4m)  and  the  return  on 
equity  increased  over  the 
12 -month  period  from  12.85 
per  cent  to  16.09  per  cent 
Operating  profit  was  up 
12.8  per  cent,  fuelled  by 
high  recurring  income  results 
that  included  s  32.8  per  cent 
surge  to  €150m  in  fee 
commissions  and  a  2.5  per 
cent  increase  in  net  income 
to  €344.1 m. 


remainder  of  the  year,  6  per 
cent  of  its  scheduled  total, 
forecasting  a  cost  of  PtalObn 
against  this  year's  profits. 

State  holding  company 
Sepi,  which  owns  95  per  cent 
of  Iberia,  has  pushed  the 
date  for  a  global  stock  mar¬ 


ket  offering  back  to  October, 
rather  than  June  as  planned. 

However,  Pedro  Ferre  ras, 
Sepi  chairman,  said  the  air 
traffic  controversy  should 
not  affect  the  flotation.  None 
of  the  Spanish  companies 
bidding  to  be  core  sharehold¬ 
ers  had  changed  its  offer  as 
a  result  of  tbe  recent  prob¬ 
lems,  he  said. 

In  addition  to  Caja  Madrid, 
awarded  the  maximum  10 
per  cent.  Banco  Bilbao  Viz¬ 
caya  is  to  take  73  per  cent 
and  Logista,  distribution 
subsidiary  of  tobacco  group 
Tabacalera,  6.7  per  cent. 
Financial  sendees  company 
Ahorro  Corporacidn  and 
leading  Spanish  store  group 
El  Corte  Inglfes  were  each 
awarded  3  per  cent. 

Other  bids  by  tbe  Argen¬ 
taria  bank  and  builder 


Acblona  were  rejected, 
according  to  Mr  Ferre  ras. 
because  of  conditions 
attached  to  their  offers. 
Bids  totalled  1.6  times 
the  number  of  shares  on 
offer. 

The  five  successful  bid¬ 
ders,  which  have  committed 
themselves  to  retaining  their 
holdings  for  between  three 
and  six  years,  agreed  to  form 
a  joint  shareholders'  group 
with  BA  and  American. 

The  price,  set  at  the  lowest 
level  offered  among  the  suc¬ 
cessful  bidders,  was  tbe  min¬ 
imum  asked  for,  and  in  line 
with  that  agreed  by  the  two 
airline  partners. 

Sepi  also  named  Merrill 
Lynch  and  the  Spanish 
BSCH  group  as  global 
coordinators  for  the  public 
offering.  i 


To  the  holders  of  the  outstanding 
U.S.$ 100,000,000  Fixed  Rate  Extendible  Loan 
Sub-Participation  Certificates  due  1999  (the  “Certificates”) 
and  Loan  Sub-Participations  (the  “Sub-Participations”, 
with  holders  of  Certificates  and  Sub-Participations 
herein  referred  to  as  the  ‘Investors”) 
issued  on  a  limited  recourse  basis  by  the  Bank 
for  the  purpose  of  funding  a  ¥15,375,000,000  loan  to 
Yamal  Nenets  Autonomous  Okrug 

NOTICE  IS  HEREBY  GIVEN  by  Bankers  Trustee  Company  Umin»j  that  ai  a  special 
meeting  of  the  Investors  held  on  16  April  1999  and  convened  by  notice  given  by 
Lehman  Brothers  Bankhaua  AG  (the  "Bank")  (a  bank  established  under  the  laws  of  the 
Federal  Republic  of  Germany)  and  published  on  25  Match  1999.  a  quorum  was  present 
and  the  resolution  set  out  in  the  Information  Supplemental  to  tbe  Notice  of  Special 
Meeting,  published  on  13  April  1999,  was  proposed  and  duly  passed  as  an  Extraordinary 
Resolution  in  accordance  with  the  provisions  of  the  TVust  Deed  mad*  on  8  April 
1998  (the  “Trust  Deed1)  between  tbe  Bank  and  Bankers  ‘Trustee  Company  Limited 
(the  “Trustee")  as  trustee  for  the  Investors.  Such  Extraordinary  Resolution  is  binding 
upon  all  the  Investors,  whether  or  not  present  at  the  Meeting  and  whether  or  not  voting. 

This  notice  is  given  for  information  only  in  accordance  with  the  Trust  Deed. 

TRUSTEE  REGISTRAR  PAYING  AGENT 

Banka*  Trustee  Company  Limited  Bankers  Trust  Company  Bankers  Trust  Luxembourg 

33  OU  Broad  Sere*  lBTPlasa  PO  Box  807 

London  EC2N  1  HZ  130  Liberty  Street  14  Boulevard  P.  D.  Roosevelt 

United  Kingdom  New  York.  New  York  10006  Luxembourg 

United  Sbies 

Doted:  29  April  1999 

This  Notice  is  given  by  Bankers  Trustee  Company  Limited  (Regulated  fay  IMRO) 
TJt«N<^d^notlirrijs^ute«mifjMaonmadimismjen£fl3defTrtedm‘I?!<Ftrum<^SemcaAa  1986. 


EU  to  probe 
telecoms  merger 


By  Peter  Norman  and  Neil 
Buckley  in  Brussels 

Deutsche  Telekom's 
proposed  merger  with  Tele¬ 
com  Italia  will  be  a  “very  big 
case"  that  “more  than 
likely"  will  demand  a 
detailed,  four-month  investi¬ 
gation  by  European  Union 
regulators,  the  ElPs  competi¬ 
tion  commissioner  said  yes¬ 
terday. 

But,  giving  his  most 
detailed  public  comments 
yet  about  the  plan  to  create 
Europe's  largest  telecommu¬ 
nications  group,  Karel  Van 
Miert  stressed  that  the  Com¬ 
mission  would  not  “take  a 
negative  decision  in  princi¬ 
ple". 

There  were  substantial 
pressures  on  the  companies 
from  globalisation  and  the 
European  single  market,  he 
said. 

Among  tbe  difficulties, 
however,  were  Deutsche 
Telekom’s  partnership  with 
France  Telecom,  the  strong 
position  the  merged  com¬ 
pany  would  have  an  the  Ital¬ 


ian  and  Austrian  markets 
and  the  strong  positions  of 
the  merger  partners  on  their 
national  markets.  “We  will 
have  to  see  what  the  real 
situation  is  In  the  markets 
concerned’',  Mr  Van  Miert 
said. 

He  said  the  Commission 

has  yet  to  be  formally  noti¬ 
fied  on  the  merger  plans 
although  It  expected  that 
this  would  happen  soon, 
after  the  two  companies  had 
signed  their  deal.  It  would 
then  fall  to  the  present  act¬ 
ing  Commission  to  vet  and 
judge  the  merger. 

Mr  Van  Miert  said  it  was 
likely  to  require  a  detailed, 
four-month  investigation, 
after  the  initial  one-month 
probe  to  which  all  mergers 
which  meet  certain  turnover 
thresholds  are  subjected. 

Only  about  10  per  cent  of 
merger  cases  go  into  this 
second,  four-month  phase, 
and  it  Is  highly  unusual  for 
Mr  Van  Miert  to  predict  that 
a  case  will  require  an 
in-depth  probe  even  before  it 
has  been  formally  notified. 


Market 
pleased 
by  Baan 
results 

By  Bontop  Cramb  in  Amsterdam 

Shares  in  Baan  Company, 
the  Dutch  developer  of 
business  software,  rallied 
nearly  14  per  cent  in 
Amsterdam  yesterday  as  it 
produced  first-quarter 
results  which,  although  in 
the  red,  were  above 
expectations. 

The  group  also  announced 
an  order  from  KPN,  the 
country's  telecommunica¬ 
tions  utility,  for  systems  to 
administer  part  of  Its  inter¬ 
nal  business  processes.  Tbe 
deal,  to  be  implemented  over 
several  years,  involves 
potentially  as  many  as  25.000 
users,  Baan  said. 

Shares  in  Baan  bad  been 
hit  on  Tuesday  "by  reports 
that  KLM.  the  Dutch  airline, 
had  cancelled  a  lucrative 
contract 

But  Baan  said  the  sole 
impact  of  this  was  a  $2m 
Increase  in  the  cost  of  goods 
sold  during  the  latest 
quarter. 

Yesterday  Baan  shares 
added  €1.10  to  €9.05. 

The  net  loss  for  the  three 
months  to  March  was  $i9m. 
compared  with  earnings  of 
?2m  a  year  earlier,  when  the 
previously  fast-growing 
company  began  to  be  hit  by 
management  upheavals  and 
accounting  problems.  • 

Tbe  second  half  of  1998 
brought  a  downturn  in  its 
main  market  for  enterprise 
resource  planning  software 
which  allows  companies  to 
manage  their  supply  ehafa 
This  month  Standard  & 
Poor's  downgraded  its 
corporate  credit  rating  to  B 
plus  from  BB  but  said  that 
moves  to  cut  costs  by  20  per 
cent  should  allow  Baan  to 
return  to  profit  next  year. 

The  ratings  agency  said  at 
the  time  that  Baan's  cash 
balances  at  the  year-end 
were  slightly  above  total 
debt. 

That  picture  changed  in 
the  latest  quarter,  however, 
with  cash  by  the  end  of  last 
month  of  just  $l25.3m  - 
long-term  debt  was  stable  at 
$190.5m. 

The  company  said 
yesterday  it  was  seeking  an 
increased  line  of  credit  of 
$75m  from  a  consortium  of 
banks. 

Pointing  to  a  record 
600 -plus  new  licensing  deals 
in  the  quarter  and  a  recently 
strengthened  board,  Tom 
Tinsley,  chairman,  said: 
“Baan  Company  is  back  as  a 
leading  player  in  the 
enterprise  applications 
market" 

Revenues  at  {175Bm  were 
down  2  per  cent.  But  of 
these,  income  from 
maintenance  and  service 
contracts  was  up  28  per  cent 
to  8ll0.6m.  Mr  Tinsley  said 
this  stemmed  from  an 
attempt  to  secure  a  “more 
predictable  and  stable 


Price  pressures 
take  toll  on  VW 


By  Uta  Harresdifeger 
in  Frankfort  _ 

Volkswagen's  first-quarter 
results  yesterday  showed 
that  price  pressures  ana  a 
concentration  of  sales  at  the 
low-margin  end  of  the  range 
have  started  to  hit  Europe  s 
largest  carmaker. 

Although  the  results  were 
only  slightly  below  expecta¬ 
tions,  they  included  a  loss  m 
Brazil,  one  of  Volkswagen  s 
core  markets. -Several  banks 
downgraded  the  stock, 
which  was  heavily  sold  to 
end  the  day  down  6.1  per 
cent,  or  €4.40.  at  €67.30. 

Volkswagen’s  first-quarter 
sales  rose  &3  per  cent  from 
DM33. 03bn  to  DM35.76bn 
(€18.3bn,  S19-5bn).  Sales  to 

dealers,  the  best  indicator  of 
the  real  demand  for  cars, 
rose  7  per  cent  from  1.13m 
Hints  to  l.2lm  units.  The 
narrowing  gap  between  sales 
growth  and  a  rise  in  deliv¬ 
eries  signals  growing  price 
pressures. 

The  average  price  for  a 
Volkswagen  rose  1.2  per  cent 
i  in  the  first  quarter  compared 
to  a  6.1  per  cent  price 
increase  last  year.  Deliveries 
to  dealers  of  Audi.  Volkswa¬ 
gen’s  highest  margin  car. 
were  down  3.2  per  cent  in 
the  January-March  period. 

The  outlook  was  far 
brighter  at  DaimlerChrysler 
where  first-quarter  sales 
rose  10  per  cent  to  €35bn  and 
operating  profit  was  up  16 


per  cent  at  €2.77hn.  The  US- 
German  carmaker  has  bad 
slow  sales  of  its  Smart  car, 
troubles  with  its  A -class  in. 
Brazil  and  a  subdued  out* 
look  For  western  European 
truck  sales.  However,  Jfligen 
Schrempp.  chairman, 
improved  the  fall-year  earn¬ 
ings  outlook. 

He  said  yesterday  that 
sales  would  be  markedly 
higher  in  1999  than  the  4  per 
cent  rise  initially  forecast 
and  operating  profit  would 
rise  even  further. 

Mr  Schrempp  also  said 
that  he  would  reconsider  the 
entire  Smart  car  strategy  in 
case  the  company  looked 
unlikelv  to  reach  Its  goal  of  - 
selling  100,000  units  next 

VP3T- 

'  Although  DaimlerCaiiysler 
in"  Europe  closed  down  €1.45 
at  cfU.00.  most  analysts  were 
upbeat. 

Alice  Kytka,  analyst  at  DG 
Bank  in  Frankfurt,  said  she 
was  particularly  optimistic 
about  the  results,  given  that 
the  benefits  of  €1  -3bn  in  syn¬ 
ergies  would  not  be  realised 
until  later  in  the  year. 

In  sharp  contrast,  Volks¬ 
wagen  once  again  remained 
sceptical  about  full-year 
prospects. 

Analysts  say  some  of 
Volkswagen's  new  models 
such  as  the  Lupo  and  the 
Bora  are  not  doing  very  well 
and  even  the  Beetle  may  be 
priced  too  aggressively  in 
western  Europe. 


ING  opposes 
offer  for  NIB 


revenue  source  . 


By  Gordon  Cramb  In  Amsterdam 

A  FI  4.1bn  (Cl.Sbn.  S2bn)  bid 
by  the  two  biggest  Dutch 
pension  funds,  to  take  over 
National  Investment  Bank, 
the  state-controlled  indus¬ 
trial  finance  vehicle,  was  in 
trouble  last  night  after 
private-sector  institutions 
rejected  the  offer  as  too 
low. 

ING,  the  largest  share¬ 
holder  after  the  government, 
said  it  would  not  tender  Us 
20  per  cent  stake  ahead  of  a 
deadline  set  for  this  after¬ 
noon.  Its  position  won  sup¬ 
port  from  Fortis,  the  Belgo- 
Dutch  group,  and  ASR.  a 
local  insurer,  which  together 
hold  about  12  per  cent 

The  hid.  unveiled  on 
Christmas  Eve  by  ABP  and 
PGGM,  was  backed  by  the 
government  -  which  would 
see  its  holding  fall  from  just 
over  50  per  cent  to  15  per 
cent  -  and  NIB’S  executive 
and  outside  directors. 

It  valued  the  tradeable  A 
shares  at  €29.95  each.  But 
through  most  of  past  month 
the  market  price  has  been 
above  the  offer  level. 

ABP  and  PGGM  refused  to 
increase  the  price  on  the 
launch  of  the  formal  offer 
just  before  Easter,  and  the  A 


shares  -  which  are  thinly 
traded  -  slipped  back.  Ahead 
of  the  announcement  by 
ING.  they  closed  in  Amster¬ 
dam  at  €29.30.  down  35  euro 
cents  on  the  day. 

The  move  by  ING  followed 
the  temporary  withdrawal 
last  week  of  Godfried  van 
der  Lugt.  its  chairman,  as  a 
non-executive  director  of 
NIB. 

Having  previously  rejected 
suggestions  that  be  faced  a 
conflict  of  interest,  he  said 
he  was  stepping  aside  so 
that  he  could  play  a  full  part 
in  formulating  JNG's  view  of 
the  offer. 

According  to  NIB'S 
recently  released  annual 
report,  however,  the  supervi¬ 
sory  board  had  “warmly  wel¬ 
comed  the  proposal”  made 
by  the  two  pension  funds. 
No  reservations  on  price 
were  expressed. 

Last  night  ENG  insisted  it 
did  not  wish  to  block  the 
deal  which  was  strategically 
in  the  interests  of  all  parties. 
But  it  added:  “The  level  of 
the  bid  has  not,  however, 
been  adapted  to  the  develop¬ 
ment  in  the  share  prices  of 
western  European  financial 
stocks  since  the  initial 
announcement  of  the  offer  in 
December." 
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EW6in¥»inG-t.akeover  signals  expansion  ambitions  and  will  strengthen  automotive  systems  division 

TI  Group  bids  $635m  for  Walbro  p' 


By  Richard  Rh/lin 

J1  Group,  the  engineering 
company.  yesterday 

«635m  recom¬ 
mended  offer  for  Walbro  Cor¬ 
poration,  a  US  manufacturer 
of  automotive  fuel  storage 
and  delivery  systems. 

Tl  intends  to  combine  Nas¬ 
daq-listed  Walbro  with 
Bundy,  its  fuel  delivery 
systems  group,  to  strengthen 
its  automotive  systems  divi¬ 
sion.  The  combined  revenues 
for  the  automotive  arm  in 
1998  would  have  been  about 
SZbn. 

The  UK  business  is  offer¬ 


ing  $20  for  each  of  Walbro's 
8.7m  shares  in  issue  and  the 
total  price  includes  $388ra  of 
debt.  There  is  a  $25m 
change  of  control  provision, 
foreshadowing  a  payment  to 
senior  Walbro  management 
who  stay  on  for  at  least  six 
months. 

Shares  in  Tl  fell  Up  to 
48-ip  on  news  of  the  deal, 
which  came  less  than  two 
months  after  It  sold  a  4.9  per 
cent  stake  to  KKR,  the  US 
private  equity  group,  for 
£94.4m.  The  sale  was  inter¬ 
preted  as  proof  of  TFs  inten¬ 
tion  to  make  more  take¬ 
overs. 


However.  Sir  Christopher 
Lewington,  chairman,  said: 
“We  have  been  talking  to 
Walhro  for  18  months.  KKR 
has  nothing  to  do  with  the 
transaction  as  it  has  only 
held  our  shares  for  30  days. 
The  deal  will  be  funded  by 
cash  and  people  should  view 
KKR’s  input  over  years  and 
not  weeks." 

TI  confirmed  it  might  con¬ 
sider  a  second  listing  for  its 
shares  -  possibly  in 
New  York  -  as  early  as  next 
year.  Sir  Christopher  said: 
“We  would  like  to  have  a  full 
listing  in  New  York  but  have 
no  intention  of  changing  our 


domicile.  It  needs  effort, 
management  time  and  cash, 
but  is  at  the  back  of  our 
minds." 

Walbro,  based  in  Michi¬ 
gan,  employs  5,000  people  at 
28  sites  in  15  countries.  It 
had  sales  of  S678m  with  prof¬ 
its  before  interest  and  tax  of 
S43m  in  1998. 

Bill  Laule,  TI  chief  execu¬ 
tive,  said  he  expected  the 
deal  to  be  earnings  enhanc¬ 
ing  in  2000. 

“Bundy  had  25  per  cent  of 
a  $i.5bn  market  for  fuel  lines 
and  connectors/  he  said, 
“Walbro  has  a  10  per  cent 
share  in  the  $5bn  market  for 


tanks,  modules  and  filler 
necks.  Together  we  have  15 
per  cent  share  in  a  S6.5bn 
global  market" 

Following  the  deal  17  will 
receive  45  per  cent  of  group 
revenues  from  its  automo¬ 
tive  arm,  35  per  cent  from 
industrial  engineering  and 
20  per  cent  from  aerospace. 

Its  next  deals  will  aim  to 
increase  its  aerospace  and 
industrial  sales  by  more 
than  5  per  cent  to  spread 
revenues  mare  evenly. 

Warburg  Dillon  Read 
advised  Tl  with  Walbro  Cor¬ 
poration  advised  by  Salomon 
Smith  Barney. 


First  Leisure  merger  talks  collapse 


By  Scheherazade 
Daneshkhu,  Leisure 
industries  Correspondent 

First  Leisure  yesterday 
looked  vulnerable  to  a 
break-up  bid  after  talks  with 
Cannons  Group  to  merge  the 
companies'  health  and  fit¬ 
ness  businesses  broke  down. 

In  a  joint  statement  the 
two  companies  said  discus¬ 
sions  had  ended  because 
they  had  “been  unable  to 
reach  an  agreement  on 
financial  terms”. 

First  Leisure  shares  closed 
7V*p  lower  at  246p  while  Can¬ 
nons  were  unchanged  at 
192  !*p. 

Analysts  said  that  First 
Leisure  was  likely  to  become 
a  takeover  target.  “This  puts 
a  for  sale  sign  over  all  of 
First  Leisure’s  businesses,” 
said  one  analyst,  citing 
Whitbread.  Holmes  Place 
and  Ladbroke  as  potential 
buyers  for  its  health  and  fit¬ 
ness  business. 

Nick  Irens,  chairman  of 
Cannons,  said  the  health 
club  business  recognised  the 
merits  of  a  merger  but  would 
now  expand  on  its  own. 

Michael  Grade,  chief  exec¬ 
utive  of  First  Leisure,  said 
the  group  was  continuing  to 
review  its  strategic  options 
as  announced  in  January 
when  the  nightclubs  and 
bowling  group  said  it  was  in 
the  early  stages  of  talks  on  a 
range  of  initiatives  with 
other  businesses. 

.  Under  the  deal  being 


We  can’t  work  it  out  the  two  health  groups  were  unable  to  agree  on  financial  terms 


discussed.  First  Leisure  holders  would  have  bad  an 
would  have  demerged  its  equal  stake  in  the  newly 
health  and  fitness  division  to  merged  group,  valuing  First 
Camions,  which  would  have  Leisure's  health  and  fitness 


issued  shares  to  First  Lei¬ 
sure's  investors. 


business  at  about  £260m 
($420m).  First  Leisure  would 


It  is  believed  that  First  have  injected  £30-£40m  of 
Leisure  and  Cannons  share-  debt  into  the  merged  group. 


Vardon  changed  its  name 
to  Cannons  two  months  ago 
after  last  year  selling  Its 
attractions  and  holiday  divi¬ 
sions.  This  included  23  Sea 
Life  centres  and  the  York 
and  London  Dungeon  exhibi¬ 
tions.  Vardon  acquired  Can- 


David  Ahmed 

nons  and  the  Harbour  Club 
last  year. 

Tim  £lbn  health  and  fit¬ 
ness  sector  has  expanded 
rapidly  in  recent  years  and 
the  drive  Tor  growth  has  led 
to  industry  consolidation  in 
the  industry. 


ICI  to  sell  coatings  unit  to  PPG 


By  Wrgnb  Haish 

Imperial  Chemicals 
Industries  is  to  sell  its  auto¬ 
motive  refinishing  paints 
and  other  industrial  coatings 
businesses  to  PPG  Indus¬ 
tries,  a  US  rival,  for  £425m 
(5684m). 

The  move  reinforces  PPG’s 
position  in  the  sector,  follow¬ 
ing  DuPont’s  purchase  of 
Herberts,  a  paints  business 
strong  in  the  auto  area,  from 
Hoechst,  for  $1.9bn  last 
autumn. 

ICI  is  in  the  middle  of  a 
wide-ranging  disposal  pro¬ 
gramme,  partly  to  reduce  its 
£45bn  debt.  But  the  deal  sur¬ 
prised  the  market  because 
coatings  bad  previously  been 
identified  as  a  core  area  and 


other  disposals  had  been 
seen  as  more  urgent.  How¬ 
ever.  analysts  said  the  price, 
at  L5  times  sales,  was  a  good 
one.  comparing  favourably 
to  the  Herberts  deal  which 
was  at  a  multiple  of  1.1 
times. 

The  shares  rose  26Vip  to 
673p,  up  from  446p  in  the 
autumn.  * 

ICI’s  auto  refmlsh  busi¬ 
ness  was  a  distant  sixth  or 
seventh  in  the  sector  after 
DuPont  and  PPG  respec¬ 
tively.  The  group  said  that 
because  of  consolidation  in 
the  sector.  It  had  concluded 
it  needed  either  to  add  to  it, 
especially  in  the  US,  or  sell 
it.  The  deal  would  enable  it 
to  focus  on  its  main  coatings 
business,  decorative  paints. 


which  are  built  around 
brands  ifire  Dulux  and  Ham¬ 
mer!  te. 

Analysts  said  ICTs  debt  - 
racked  up  following  its  pur¬ 
chase  of  Unilever's  speciality 
chemicals  businesses  in  1997 
for  £4.9bn  -  restricted  it 
from  making  sizeable  acqui¬ 
sitions. 

The  businesses  being  sold 
-  which  contributed  pre-tax 
profits  of  £20m  and  sales  of 
£285m  last  year  -  include 
Autocolor,  a  reflnishing 
business,  Grow  Automotive, 
a  north  American  solvent 
and  thin ners  concern,  and 
various  industrial  coatings 
operations  in  Asia  and  Latin 
America.  The  deal  does  not 
include  ICTs  share  in  busi¬ 
nesses  in  these  areas  in 


India  and  Pakistan. 

Analysts  said  margins  in 
the  businesses  being  sold 
were  above  those  of  the  coat- 
in  gs  division  as  a  whole. 
Dresdner  Klelnwort  Benson 
expects  the  division  to  pro¬ 
duce  operating  margins  of 
78  per  cent  this  year  before 
adjustment  for  yesterday’s 
deal 

ICI  said,  however,  the  deal 
was  expected  to  be  earnings 
neutral  in  the  next  12 
months  and  that  it  would 
bring  pre-tax  profits  of 
£190m.  The  move,  which  will 
involve  transfering  some 
2850  employees  to  PPG,  will 
lead  to  a  farther  scaling 
back  of  ICI’s  central  and  sup¬ 
port  functions,  on  top  of  the 
shake-up  already  announced. 


Unigate  close  to  winning  Terranova 


National 

Power 

chief 

resigns 

By  Andrew  Taylor, 

UtffiUes  Correspondent 


By  Maggie  firry 


Unigate  was  last  night  close 
to  victory  in  its  Wd  for  food 
group  Terranova,  after  rais¬ 
ing  its  cash  offer  and  buying 
shares  in  the  market.  It 
gained  acceptance  for  the 
offer  from  Phillips  &  Drew 
Fund  Management,  Terrano¬ 
va 's  largest  shareholder,  and 
by  last  night  controlled  48.6 
per  cent  of  Terranova’s 
shares. 

The  offer  was  raised  from 
125p  to  150p  a  share,  valuing 
Terranova,  the  convenience 
food  group  spun  off  from 
HiUsdown  Holdings  last 
October,  at  £274m  (5441m). 
Even  at  the  new  price,  ana¬ 
lysts  said  Unigate's  earnings 
would  be  enhanced. 


RESULTS 


The  increase  was  an¬ 
nounced  at  425  pm  and  by 
the  market  close  Unigate, 
the  dairy,  meat  and  distribu¬ 
tion  group,  had  bought  298 
per  cent  of  Terranova's 
shares  in  the  market,  the 
maximum  it  was  allowed  to 
buy  under  takeover  rules. 

Terranova  shares  rose  9'Ap 
to  148Vip.  while  Unigate’s 
shares  gained  23p  to  43&Ap. 

Earlier  it  had  secured  the 
agreement  of  P&D,  which 
holds  13.1  per  cent,  to  the 
higher  offer  which  can  be 
added  to  acceptances  already 
received  for  the  original 
offer  of  5.6  per  cent  P&D’s 
acceptance  could  be 
rescinded  if  a  counter-offer 
appeared  above  160p  a  share. 

Last  night,  analysts  said 


that  given  Unigate’s  success 
in  buying  shares,  a  counter¬ 
bidder  was  now  highly 
unlikely. 

Terranova  would  only  say 
that  it  was  considering  the 
revised  offer.  However,  it  is 
thought  probable  that  Terra¬ 
nova  will  announce  today 
that  it  is  recommending  the 
offer  to  shareholders. 

The  rise  comes  after  much 
speculation  over  whether 
Unigate  would  Increase  and 
if  so  by  how  much. 

Last  year,  it  made  an 
approach  to  buy  the  whole  of 
Hillsdown  but  withdrew 
amid  acrimony  between  the 
two  sides.  Its  first  bid  for 
Terranova  -  the  part  of 
HiUsdown  that  it  had  been 
interested  in  initially  - 


Pn-ta 
swoGt  gm 


launched  is  mid-March,  was 
considered  too  low  by  ana¬ 
lysts  and  shareholders.  Ter¬ 
ranova’s  board  said  it  was 
“wholly  inadequate”. 

However,  observers  said  it 
would  be  embarrassing  for 
Unigate  to  pull  back  from  a 
second  offer,  and  an  increase 
in  the  terms  was  expected 

this  week.  On  Monday.  Ter¬ 
ranova  issued  its  final 
defence  document,  in  which 
it  said  operating  profits  were 
up  13  per  cent  in  the  first 
quarter  of  its  current  finan¬ 
cial  year. 

Terranova  directors  stand 
to  benefit  from  the  bid  as 
they  had  agreements  to 
receive  two  years’  salary  if 
the  business  was  taken  over 
soon  after  the  demerger. 
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No  FT.  no  comment. 


COMMENT 


Keith  Henry  has  been  ousted 
as  chief  executive  of 
National  Power.  Britain  sec¬ 
ond  largest  generator,  after 
investor  criticism  of  the 
group's  UK  strategy. 

His  departure  renewed 
speculation  that  the  com¬ 
pany  could  be  subject  to  a 
break-up  or  a  takeover  bid. 
Its  shares  rose  15p  to  496%p, 
against  a  peak  of  694p  in 
January  1998. 

US  energy  groups  such  as 
Duke  Energy  and  Reliant  are 
viewed  as  potential  bidders, 
but  would  be  unlikely  to 
make  a  hostile  offer.  The  UK 
government  retains  a  golden 
share  in  National  Power, 
which  provides  for  a  veto  of 
any  offer  it  considers  Inap¬ 
propriate. 

Negotiations  on  severance 
terms  for  Mr  Henry.  54,  have 
still  to  be  concluded.  The 
chief  executive,  who  is  on  a 
one-year  rolling  contract, 
earned  £410,000  ($660,000) 
plus  a  performance  bonus  of 
£123,000  in  1997-98,  and  held 
options  for  245,000  share  at 
the  end  of  March  last  year. 

Sir  John  Collins.  National 
Power’s  chairman,  will  take 
over  as  chief  executive  until 
a  replacement  is  appointed. 
Graham  Brown,  managing 
director  will  become  chief 
operating  officer. 

Investor  dissatisfaction 
over  the  group's  poor  share 
performance  peaked  in  Feb¬ 
ruary  when  National  Power 
revealed  it  had  failed  to  pull 
off  a  £10bn  merger  with 
United  Utilities.  the 
north-west  or  England  power 
supply  and  water  company. 

The  merger  plans  ran 
counter  to  National  Power’s 
previously  declared  strategy 
of  pursuing  international 
growth  and  focusing  on  gen¬ 
eration  and  retail  sales  in 
the  heavily-regulated  UK 
electricity  sector. 

The  final  dividend  for  the 
year  to  the  end  of  March  is 
to  be  increased  from  18p  to 
ISp  raising  the  total  for  the 
year  from  27p  to  28.6p.  Mr 
Collins  said  pre-tax  profits 
were  likely  to  be  in  line  with 
market  forecasts. 


National  Power 


The  departure  of  Keith 
Henry  as  National  Power's  Rational  Power 
chief  executive  wiJJ  only  Share jmee  refa8« » tor 
rekindle  the  bid  rumours.  Mr  BSE  M-Staa  tote 

Henry’s  credibility  was  hx>a - 

fatally  weakened  by  the  111 

aborted  merger  with  United  mL/LI _ 

Utilities,  but  his  exit  brings  ■ 

the  company  no  nearer  to  a  ^ _ lit .  I . 

rapid  solution  to  its  prob-  I 

lems.  Regulatory  pressure  m  ”  r^nU  I  I 

and  increased  competition  —  ~r  |  L  Jr 
have  driven  National  Power's  ^  1 

share  of  the  UK  generating  60 - * - 

market  down  from  46  per  I 

cent  to  what  will  be  12  per  50  ■ - : - : - t - 

cent  once  the  Drax  power  1995  96  97  98  99 

station  is  sold.  Some  stability  sam>  cxmtamxv 
has  come  from  the  purchase 

of  the  supply  business  of  Midlands  Electricity,  and  of  Calor- 
tex.  but  the  main  growth  will  inevitably  be  overseas.  The 
international  side  has  not  yet  grown  fast  enough  to  compen¬ 
sate  for  the  dull  home  market,  and  the  company  has  been 
sandbagged  by  a  change  in  Pakistan's  political  climate. 
Other  projects  in  China  and  India  are  in  the  pipeline,  but 
will  take  time  to  come  through. 

Time  may  not  be  a  luxury  the  group  has.  Some  of  the 
£1.5bn-£2bn  Drax  proceeds  can  be  used  for  a  share  buy-back 
to  keep  investors  sweet,  although  the  dividend  seems  certain 
to  be  cut  next  year.  But  the  share  price  is  no  higher  than  in 
1994,  and  in  the  current  takeover-friendly  climate  It  would 
be  a  surprise  if  no  suitor  stepped  forward.  Break-up  figures 
have  centred  on  550p-600p  a  share,  against  last  night's  close 
of  496*  .  p. 


Unigate/Terranova 

Game  over,  Terranova.  By  raising  its  offer  for  the  demerged 
convenience  foods  group  by  20  per  cent  to  150p  per  share. 
Unigate  has  secured  a  tasty -looking  deal  Its  purchase  in  the 
market  of  29.9  per  cent  of  Terranova’s  shares  combines  with 
18.7  per  cent  acceptances  to  give  Unigate  just  short  of  50  per 
cent  of  its  target's  share  capital.  With  Phillips  &  Drew 
irrevocably  accepting  the  increased  offer,  except  for  counter¬ 
bids  over  160p  per  share,  the  chances  of  a  white  knight  are 
tiny.  Terranova  has  little  choice  but  to  recommend  the  offer. 
That  said,  it  was  a  battle  worth  fighting.  The  Terranova 
share  price’s  recent  low  of  75p  said  more  about  the  sector’s 
unpopularity  than  the  merits  of  its  leading  position  in  the 
continental  European  convenience  foods  market.  And 
strengthening  sentiment  towards  smaller  companies  also 
helped  turn  shareholders  against  Unigate's  measly-looking 
initial  offer. 

Br  Biotech  trader  quits 


The  fund  manager  whose 
trades  in  British  Biotech  led 
to  the  London  Stock 
Exchange  imposing  fines  on 
two  leading  securities  firms 
has  resigned  from  his  Bos¬ 
ton-based  company,  writes 
Clay  Harris. 

Trades  made  on  the 
instructions  of  Andrew 
Partin,  who  was  a  principal 
at  Oechsle  International 
Advisors,  are  still  being 


Financial  Times  Surveys 

Junior 

Markets 

Friday  June  11 


For  further  Information 
pteasc  correct 

Tracey  Endacott  in  London 
Tel:  .-44  171  873  4356 
Fax: +44  171  S73  4S62 
Email: 

tracey.erKlacottSFT.com 

or  Oerefc  van  Ttenen 
Tel:  t44  1389  591900 
Fax:  +44  1889  591800 
Email: 

DVT  PubfisJun+Scompusorve-com 

VI  NAN  C.IAJL  TIME  S 

Nd  FT,  no  comment. 


investigated  by  the  US  Secu¬ 
rities  and  Exchange  Com¬ 
mission. 

The  exchange  last  month 
fined  ABN  Amro  Equities 
and  Morgan  Stanley  Dean 
Witter  a  total  of  £350,000  for 
“misconduct”  in  accepting 
orders  that  included  instruc¬ 
tions  to  move  a  share  price. 

Oechsle  has  a  disclosed  9-9 
per  cent  interest  of  9.9  per 
cent  in  British  Biotech. 
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TECHNOLOGY  &  MANAGEMENT 


Scientists  inspired 
by  the  fun  formula 

World-class  research  results  from  freedom  to  work  without  being  research  are  disseminated 


overwhelmed  by  bureaucracy,  says  Andrew  Derrington 


. - . —  to  know  something  every¬ 
body  wants  to  know. 

Science  under  Just  as  science  is  fun. 

nnnrtMUf  m0Te  SC*®006  55  m0re  fun* 

SWUffliy  .  Research  laboratories  and 

universities  that  want  to 
recruit  and  retain  the  best 
scientists  must  ensure  such 
people  ca*1  do  enough  inter¬ 
esting  science  without  being 
overwhelmed  by  bureau¬ 
cracy  and  drudgery. 

Different  kinds  of  institu¬ 
tion  have  different  cards  to 
play  in  their  competition  for 
top  talent.  University  scien¬ 
tists  have  complete  freedom 
to  choose  the  most  interest¬ 
ing  problem  to  work  on  but 
they  may  not  have  the 
resources  to  attack  It. 

In  industry  the  choice  of 
problem  will  be  limited  by 
the  requirement  that  it  has 
to  contribute  to  the  bottom 
line.  But  that  contribution 
guarantees  the  resources. 

When  new  research  pro¬ 
jects  arise,  teams  of  scien¬ 
tists  must  be  recruited  to 
work  on  them.  According  to 
Peter  Bassett  of  headhunters 
KornfFerry,  who  recruits  sci¬ 
entists  to  work  in  the  phar¬ 
maceutical  industry,  two  of 
the  most  important  induce¬ 
ments  to  persuade  a  project 
leader  to  move  from  one 
company  to  another  would 
he  the  opportunity  to  work 
on  more  exciting  science, 
and  freedom  to  decide  how 


What  motivates  scientists? 
Wbnt  gels  people  with  world- 
class  research  brains  into 
the  laboratory  and  what 
keeps  them  there?  The 
answer  to  these  questions  is 
easy  to  Pnd,  but  putting  it 
into  practice  is  much  harder. 

Every  scientist  I  have 
asked  gives  the  same 
response.  It  is  nothing  to  do 
with  wanting  to  improve  the 
lot  of  mankind  or  to  cure 
diseases.  Such  benefits  do 
flow  from  research  and  are 
the  reason  that  society  is 
prepared  to  pay  for  it 

Indeed,  I  once  held  a  fel¬ 
lowship  for  which  the  job 
description  specified  that  I 
do  research  'Tor  the  benefit 
of  mankind”.  Although  sci¬ 
entists  hope  research  may 
help  their  fellow  man,  the 
reason  they  do  it  is  because 
it  is  fun. 

Several  things  make  sci¬ 
ence  fun,  says  Peter  Lennie, 
dean  for  science  at  New 
York  University,  one  of  the 
leading  private  research  uni¬ 
versities  in  the  US.  His  list 
includes:  solving  really  inter¬ 
esting  problems;  discovering 
why  tbe  world  is  the  way 
that  It  is:  and  being  the  first 


to  use  his  or  her  team  to 
attack  the  scientific  prob¬ 
lem. 

Freedom  to  choose  the 
problem  to  work  on  would 
not  be  an  option  -  they 
might  even  have  to  continue 
somebody  else’s  project 

Persuading  scientists  to 
move  from  universities  to 
industry  is  much  more 
straightforward  than  per¬ 
suading  foem  to  move  from 
one  company  to  another. 
The  differences  between  uni- 


Science  is  much 
less  fun  if  you 
cannot  share  it 
with  colleagues 
who  appreciate  it 


versity  and  industry  are 
more  marked  than  those 
between  companies.  In  addi¬ 
tion  to  the  disparities  in 
research  resources  -  in  some 
countries  at  least  -  there  are 
differences  in  the  way  the 
results  are  used  and  in  the 
level  and  nature  of  the  finan¬ 
cial  rewards. 

Part  of  the  fun  of  science 
is  in  letting  the  world  know 
what  you  have  done.  The 
results  of  university 


throughout  the  scientific 
world  by  publication  in  jour¬ 
nals.  Industrial  scientists  axe 
not  able  to  publish  full 
details  of  their  work,  but 
they  might  have  an  impact 
on  a  wider  world  by  develop¬ 
ing  new  products. 

Dr  Bassett  says  many  uni¬ 
versity  scientists  relish  the 
prospect  of  working  tm  pro¬ 
jects  that  lead  directly  to  the 
development  of  new  medi¬ 
cines.  Salaries  also  pull  sci¬ 
entists  from  into 

industry.  Not  only  will  they 
be  paid  more,  they  are  also 
likely  to  receive  shares  and 
share  options.  This  means 
the  results  of  their  work  can 
also  iwfinanne  their  wealth 
in  the  longer  term. 

Universities  also  compete 
for  scientific  toigpt,  but  face 
different  constraints.  First, 
the  fact  that  they  are  pri¬ 
marily  teaching  institutions 
mp«n<3  that  even  their  top 
scientists  must  be  prepared 
to  pull  their  weight  in  the 
classroom.  Second,  money  to 
pay  for  research  is  often 
extremely  limited-  most  pro¬ 
jects  must  be  supported  by 
research  grants  from  exter¬ 
nal  agencies. 

And  teaching  creates  its 
own  problems.  To  cover  a 
fUII  curriculum,  for  example, 
departments  usually  spread 
their  expertise  thinly  across 
a  broad  front  The  result  is 
that,  in  Europe,  many  uni¬ 
versity  scientists  feel  in  tel- 
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lectually  isolated  in  their 
home  departments.  Science 
is  much  less  fun  if  you  can¬ 
not  share  it  with  colleagues 
who  appreciate  it 
In  tbe  US  the  situation  is 
riiffarpnt  “private  universi¬ 
ties  often  try  hard  to  estab¬ 
lish  concentrations  of  excel¬ 
lence  as  a  way  of  becoming 
pre-eminent  in  particular 
areas,"  says  Dr  Lgnnia.  He 
left  the  UK  in  1982  to  join 
just  such  a  group,  the  Center 
for  Visual  Science  at  the 
University  of  Rochester. 
“The  likelihood  of  finding  a 


gfrnfiar  concentration  of  col¬ 
leagues  in  the  UK  was  very 
low,"  he  says. 

Grant  agencies  recognise 
the  value  of  such  centres.  In 
the  US,  where  a  co-operating 
group  of  individuals  has 
grants  in  closely  related  sub¬ 
jects,  they  become  eligible  to 
apply  for  a  centre  grant  that 
supports  shared  Infrastruc¬ 
ture.  And  US  universities 
compete  fiercely  to  get  the 
best  talent  to  build  and 
maintain  their  centres  of 
excellence.  A  junior  scientist 
can  expect  to  be  offered  the 


foods  to  set  up  a  laboratory 
and  to  run  his  research  pro¬ 
gramme  for  tire  year  or  two 
it  will  take  him  to  start  win¬ 
ning  external  grants. 

'  in  stark  contrast,  the 
fixture  of  university  science 
in  the  UK  is  threatened  by 
the  financial  insecurity  of 
the  most  junior  scientists: 
students  working  for  PhD 
degrees.  Changes  in  the 
funding  of  undergraduate 
degrees  force  most  students 
to  take  on  large  debts.  The 
prospect  of  living  on  a  sub¬ 
sistence  income  while  fend¬ 


ing  off  the  bank  manager  for 
three  years  as  a  PhD  student 
can  take  the  fun  out  of  sci¬ 
ence.  All  the  more  so  when 
the  PhD  gives  no  guarantee 
of  a  job. 

Funding  agencies  are 
addressing  this  problem, 
with  schemes  to  ensure  that 
a  select  few  continue  to 
eryoy  science  -  just  as  most 
of  their  counterparts  do  in 
the  US  and  elsewhere. 

This  concludes  the  series. 
Previous  articles  appeared 
on  March  25.  April  I,  Si  IS 
and  22 


GROWING  BUSINESS  VENTURE  CAPITAL 


Specialist  funds  with  a  feminine  touch 


First-class  female  entrepreneurs  are  providing  a  new  market  for  US  venture  capital,  writes  Alison  Maitland 


■T9  Lyric  Hughes,  a  US 
entrepreneur,  used  to 
■r  Jc  regard  venture  capi¬ 
talists  as  vultures.  Then,  on 
a  flight  to  Hong  Kong,  she 
read  Howard  Schultz's  book 
about  how  he  built  up  Star 
bucks,  the  US  chain  of  gour¬ 
met  coffee  houses. 

"He  described  how  he 
went  around  and  raised 
money.”  she  says.  “I 
thought  He  did  it,  I  can  do 
it  too'.” 

Through  a  network  of  con¬ 
tacts  in  her  home  city  of  Chi¬ 
cago.  Ms  Hughes  found  Ark 
Capital  Management  a  ven¬ 
ture  capital  firm  that  targets 
companies  owned  by  ethnic 
minorities  and  women. 

It  provided  91.5m  just  over 
a  year  ago  for  Ms  Hughes  to 
start  ChinaOnline.  an  inter¬ 
net-based  company  that  pro¬ 
duces  business  news  and 
analysis  about  China  for  cor¬ 
porate  clients. 

The  company  is  now  on 
course  for  revenues  of  $2m 
by  the  end  of  the  year,  says 
Ms  Hughes.  She  is  looking 
for  strategic  partners  in 
information  technology, 
media  or  financial  services 
to  expand  the  business 
before  a  possible  initial  pub¬ 
lic  offering  "once  we're 


established  as  the  number 
one  player". 

Ids  Hughes  is  part  of  an 
emerging  market  for  US  ven¬ 
ture  capital.  Rob  Stein,  man¬ 
aging  partner  of  the  Wash¬ 
ington  DC-based  Women's 
Growth  Capital  Fund, 
explains:  “It's  only  in  the 
last  few  years  that  a  new 
generation  of  women  have 
come  into  the  business  world 
building  high-quality,  high- 
growth  companies  that  ven¬ 
ture  capitalists  are  wining  to 
look  at" 

He  estimates  that  of  $12bn 
of  private  equity  capital 
invested  by  venture  capital 
funds  in  the  US  last  year. 


women  in  the  industry. 

Mr  Stein  has  two  female 
partners  in  the  930m  fund.  A 
couple  of  similar  funds  have 
been  launched  in  the  past 
year,  taking  the  total  of  debt 
and  equity  funding  reserved 
for  women  to  990m  from 
“virtually  nothing  in  1997”. 

Ms  Hughes  was  the  first 
woman  to  be  backed  by  the 
932m  Ark  Capital  Fund, 
which  generally  helps 


the  question.  “We  were 
starting  out  with  zero  reve¬ 
nues.  no  accounts  receiv¬ 
able.  It  was  really  a  concept 
and  building  a  brand." 

She  asked  Microsoft  to 
become  involved.  Tut  China 
was  just  too  new  for  them". 
She  approached  a  large 
media  company  but  it  said  it 
did  not  want  to  be  connected 
“with  a  country  that  starved 
30m  of  its  own  people".  Only 


Women  are  starting  1,600  businesses 
a  day,  twice  the  rate  of  men,  and  own 
40  per  cent  of  all  US  enterprises 


tbe  success  of  women  in  cor¬ 
porate  America  and  want  to 
tap  into  that  energy,"  he 
says.  “It's  tbe  same  with 
minorities." 

Ark  aims  to  generate 
“competitive  returns"  from 
the  low  to  mid-20s  upwards, 
he  says.  The  Women's 
Growth  Capital  Fund,  which 
backs  growing  businesses, 
'targets .a  net  annual  rate  of 
return  of  25-30  per  cent 

Its  investors  include  finan¬ 
cial  institutions  such  as 
Bank  of  America  and  about 
50  individual  women  who 
have  built  their  own  busi¬ 
nesses  or  inherited  wealth. 
The  federal  government's 


only  935Dm-$500m  at  most  . .. . . . . . .  Small  Business  Administra- 


went  to  women-owned  busi¬ 
nesses.  Yet  women  are 
starting  1,600  businesses  a 
day,  twice  the  rate  of  men. 
and  own  nearly  40  per  cent 
of  all  US  enterprises. 

So  why  do  they  still  have 
limited  access  to  venture 
capital?  Many  simply  have 
no  experience  of  venture 
funds  and  no  links  with  fUnd 
managers,  says  Mr  Stein.  He 
also  believes  women  fund 
managers  have  a  keener  eye 
for  potentially  successful 
women-owned  enterprises  - 
but  there  are  still  few 


expanding  companies  rather 
than  start-ups.  In  her  experi¬ 
ence,  businesswomen  often 
resist  venture  capital 
because  they  are  financially 
conservative. 

“I  don’t  think  that  most  of 
them  consider  that  equity 
finance  is  within  their 
grasp  ”  she  says  during  a 
visit  to  the  UK  between  hec¬ 
tic  trips  around  western  and 
eastern  Europe. 

When  she  had  the  idea  for 
ChinaOnline  in  1997.  she 
knew  a  bank  loan  was  out  of 


then  did  she  turn  to  venture 
capital. 

Ark's  managers  were 
attracted  by  the  fact  that 
this  was  an  internet  concept, 
and  by  her  plan  to  plug  an 
information  gap  on  China. 
They  were  also  impressed  by 
Ms  Hughes  and  confident 
she  would  work  hard  to 
expand  the  business. 

Michael  Granger,  Ark's 
managing  director,  says 
institutional  investors  are 
keen  to  diversify  into  new 
markets  like  this.  “They  see 


tion  came  in  with  $20m  as  a 
limited  partner.  .  ■ 

Ms  Hughes,  though  a  bene¬ 
ficiary  of  venture  capital, 
had  other  assets  inducting  a 
network  of  influential  con¬ 
tacts.  She  raised  9500,000  in 
start-up  capital  from  individ¬ 
ual  investors  and  partners. 
A  further  S3m  came  from 
Australian  investors  to 
whom  she  was  introduced  by 
David  Hale,  chief  economist 
of  Zurich  Financial  Services 
in  Chicago  and  chairman  of 
ChinaOnline. 

She  is  also  unusual  not 


only  for  her  first  name  lyric 
-  part  of  a  melodic  family 
tradition  that  extends,  to  her 
daughters  Harmony  and 
Aria  -  but  for  her  openness 
to  other  cultures.  She  speaks 
an  array  of  languages 
including  Japanese.  Farsi 
and  Russian,  having  trav¬ 
elled  widely  with  her  family 
as  a  child.  While  studying  at 
Chicago  University's  Orien¬ 
tal  Institute,  she  worked 
with  Japanese  companies 
wanting  to  enter  the  US  mar¬ 
ket 

Later,  on  visits  to  China. 
Ms  Hughes  was  impressed 
by  the  vibrancy  of  the  Chi¬ 
nese  media  -  as  compared 
with  the  wooden,  English- 
language  official  publica¬ 
tions.  Her  marketing  links 
grew,  and  in  1986  she 
arranged  the  first  broadcast 
of  American  football’s  Super 
Bowl  final  in  China.  Now 
she  is  an  enthusiast  for  the 
venture  capital  she  once 
feared. 

“Once  you  learn  ‘venture- 
speak’.  and  understand  tbe 
mind-set  of  your  investors 
and  potential  investors,  you 
can  profit  from  their  sugges¬ 
tions  and  networks,"  she 
says.  “It  brings  a  profession¬ 
alism  to  your  business  pten 
to  have  to  defend  it  in  front 
of  people  who  are  experts.1 
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TECHNOLOGY  WORTH  WATCHING 
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MANAGEMENT  BOC 


Putting  on  the  pressure 


Virginia  Marsh  on  the  radical  global  restructuring  of  the 
deflated  industrial  gases  group 


n 


1  BOCs  attempt  to  end 
I  years  of  lacklustre 
i  performance  began 
by  shocking  the  top  manage¬ 
ment  into  silence.  It  was  last 
May  and  the  UK  industrial 
gases  group’s  most  senior 
executives  had  gathered  in 
Chantilly,  Virginia,  for  their 
annual  get-together. 

“There  was  none  of  the 
usual  cosy  ‘Did  you  have  a 
nice  flight?’  and  all  that.” 
recalls  Danny  Rosenkranz, 
the  chief  executive.  “It  was 
right  between  the  eyes.  I 
really  rattled  them.” 

The  process,  known  as 
Project  Renew,  culminated 
last  month  when  the  final 
parts  of  the  group's  new 
structure  were  put  into 
place.  A  few  weeks  earlier 
Mr  Rosenkranz  had  signed 
performance  contracts  with 
the  19  managers  chosen  to 
head  the  business  units  that 
are  key  to  the  new  BOC. 

In  the  intervening  10 
months,  the  group  has 
begun  a  £120m  (9194m)  cost¬ 
cutting  plan  involving  5,000 
redundancies  at  group  and 
associate  companies:  reor¬ 
ganised  along  global  busi¬ 
ness  rather  than  regional 
lines;  and  put  hundreds  of 
managers  through  an  ardu¬ 
ous  reselection  programme. 

Mr  Rosenkranz  opted  for 
“shock  tactics”  -  his  open- . 
ing  speech  in  Chantilly  was 
accompanied  by  a  video  in 
which  analysts  berated 
BOCs  performance  -  after 
concluding  he  had  foiled  to 


drive  home  his  message  on 
the  same  occasion  the  previ¬ 
ous  year. 

“We  had  had  a  good 
debate  but  then  everyone 
went  home  and  forgot  about 
it.  No  one  really  heard  me." 
he  says.  "We  were  a  FTSE 
100  company  20  years  ago 
and  still  are  now.  A  lot  of 
people  had  a  ‘■we’re  there’ 
mentality.  We  were  the  typi¬ 
cal  type  of  company  that 
could  lose  the  plot.” 

Mr  Rosenkranz,  who 
became  chief  executive  in 
1996,  had  measured  the 


‘We  were  the 
typical  type  of 
company  that 
could  lose  the 
plot* 


group  against  its  competi¬ 
tors  and  found  its  results  in 
the  bottom  half.  He  believed 
tbe  core  gases  business  - 
BOC  is  also  in  distribution  - 
was  not  performing  as  well 
as  it  should. 

Central  to  the  project, 
which  also  aims  to  generate 
sales  growth  and  lay  the 
foundations  for  improve¬ 
ments  in  profitability,  has 
been  the  creation  of  a  trans¬ 
parent  group  organisation. 

Arter  working  with 
McKinsey,  the  management 


consultant,  BOC  has  aban¬ 
doned  its  traditional  regional 
organisation  where  top  exec¬ 
utives  were  responsible  for 
continents,  with  all 
operations  in  a  given  conn- 
try  reporting  to  a  locally 
based  manager.  Instead 
there  are  four  main  global 
lines  of  business  (LOB)  that 
comprise  business  units, 
most  of  which  cover  a  geo¬ 
graphical  area. 

The  heads  of  these  19 
units,  rather  than  the  LOB 
chiefs,  are  primarily  respon¬ 
sible  for  day-to-day 
operations  and  profitability. 

The  group  has  committed 
itself  to  achieving  a  return 
on  assets  of  16  per  cent  by 
2000  and  of  increasing  turn¬ 
over  to  £5bn  in  five  years,  up 
from  £3J3bn  in  1998. 

Unit  heads  have  individual 
goals  laid  out  in  their  perfor¬ 
mance  contracts,  to  be 
reviewed  quarterly  by  Mr 
Rosenkranz. 

“The  idea  was  to  posh 
responsibility  lower  down 
the  company,”  be  says, 
adding  that  group  incentive 
schemes  are  being  widened 
to  reflect  this. 

Barry  Beecroft,  one  of  the 
architects  of  Project  Renew 
and  a  LOB  head,  adds: 
“Before  we  had  a  vertical, 
top-down  approach  with  the 
division  boss  deliberately 
interventionist  and  some¬ 
times  quite  autocratic.  LOB 
chiefs  can't  do  that  any 
more,  they  don’t  have  the 
staff." 


Now  LOB  heads  have  just 
a  handful  of  staff  and  share 
enabling  functions  grouped 
in  service  centres.  Many  of 
the  redundancies  are  being 
made  among  support  staff. 

“The  regional  chiefs  have 
been  used  to  having  their 
own  army  of  staff,"  says  Mr 
Beecroft,  who  was  formerly 
head  of  BOC’s  European  gas 
operations.  “Some  anxieties 
have  been  working  through 
that  resources  are  further 
away  and  less  directly  con¬ 
trolled." 

ms  new  role,  he  says,  is 
about  setting  strategy  and 
coaching  the  heads  of  his 
LOB’s  four  business  anits: 
"We  have  to  bring  on  tomor¬ 
row's  management  stock." 

While  LOB  chiefs  have  to 
adjust  to  a  less  hands-on 
approach,  some  of  the  unit 
heads  find  the  new  structure 
liberating. 

“We  have  greater  respon¬ 
sibility  and  more  autonomy 
and  influence  than  before," 
says  John  Sevan,  an  Austra¬ 
lian  who  leads  a  unit  in  Bee- 
croft’s  LOB  and  was  previ¬ 
ously  head  of  BQC's  Thai 
operations.  “This  way  you 
•are  closer  to  tbe  customer 
and  able  to  adjust  and  com¬ 
pete  more  quickly 

Despite  having  worked  for 
BOC  for  more  than  two 
decades.  Mr  Bevan,  like  the 
other  unit  heads,  had  to  go 
through  a  rigorous  reselec- 
ticn  process.  1 

BOC  brought  in  Egon 
Zender,  the  headhunter  and 
management  appraisal  firm, 
to  interview  the  45  staff  that 
had  applied  to  be  unit  heads 


Wekfing  a  new  structure:  Rosenkranz  aims  to  create  a  transparent 


group  organisation 

and  the  25  hoping  for  the  top 
positions  in  support  services. 
Other  consultants  carried 
out  a  less  intensive  process 
with  more  than  300  staff 
seeking  positions  in  the  next 
two  levels  of  management. 

“No  job  was  sacrosanct,’’ 
says  Mr  Rosenkranz.  “The 
new  structure  will  also  help 
us  see  the  next  group  who 
will  lead  the  company.  On 
the  management  board,  we 
are  all  around  the  samp 
age."  The  new  divisions  are 
organised  on  similar  lines, 
making  it  easier  to  compare 
performance. 

Mr  Rosenkranz  has  also 
developed  what  he  calls  a 


Eycatcbers  Press 

“peer  process”.  The  unit 
beads  have  been  divided  into 
small  groups,  across  divi¬ 
sions  and  around  the  world, 
that  meet  and  talk  (via  video 
link)  regularly  to  share 
ideas,  evaluate  each  other 
and  swap  best  practice.  Mr 
Rosenkranz  expects  the  pro¬ 
cess  to  take  up  20-25  per  cent 
of  the  time  of  those  involved. 

“In  time,  once  we've  got¬ 
ten  to  know  each  other,  this 
process  could  be  quite  pow¬ 
erful,"  says  Mr  Ford.  Twe 
been  looking  at  an  acquisi¬ 
tion  and  my  peer  group  is 
involved  in  reviewing  the 
decision.  There’s  an  element 
of  challenging  each  other.” 


Biocatalysts  may 
help  recovery  of 
heavy  grades  of 
crude  oil 

Bacteria  could  become  the 
latest  weapon  in  the  oil 
industry’s  efforts  to  retrieve 
and  purify  heavy  grades  of 
crude  oil.  - 
US  researchers  have 
discovered  that  bacterial 
biocatalysts  can  remove 
impurities  such  as  sulphur, 
nitrogen  and  metals  from 
crude  oiL  When  injected 
directly  into  ofl  wells,  the 
bacteria  help  break  down 
the  crude,  making  it  easier 
to  extract  It  can  also 
improve  crudes  that  are  too 
heavy  and  impure  to  refine 
easily  into  clean-burning 
fueL 

The  technique,  which  was 
invented  at  the  US 
Department  of  Energy’s 
Brookhaven  National 
Laboratory,  has  been 
licensed  to  BioCat,  a 
company  based  in  Setauket, 
New  York.  Companies  such 
as  Chevron,  Shell  and 
Texaco  are  working  with 
BioCat  to  develop  the 
technology. 

The  scientists  believe  the 
technique  holds  the  key  to 
the  cost-effective  recovery 
of  even  the  heaviest  erodes. 
These  make  up  more  than 
60  per  cent  of  known  oil 
reserves. 

Brookhaven  National 

Laboratory:  US.  email 
k3iavQbnl.gov;  http:// 
vrww.pubaf.bnl.gov/pr/ 
bnlpr042299.html 

Solvay  to  recycle 
PVC  compounds 

Polyvinyl  chloride  (PVC) 
remains  intensely 
controversial:  despite  its 
ubiquity  and  usefulness,  it  is 
blamed  for  a  range  of  health 
problems.  In  particular, 
concern  Is  focused  on 
dioxin,  a  synthetic  hormone 
dlsroptor  generated  during 
PVC’s  production  and 
disposal. 

Solvay,  the 
Brussels-based  chemical 
and  pharmaceutical  group, 
has  developed  a  recycling 
technique  for  a  number  of 
PVC-based  compounds. 

it  involves  separating  the 
PVC  and  its  additives  from 
other  compounds  by 
dissolving  them  in  a  solvent 
The  PVC  is  precipitated  out 
and  dried,  yielding  a  resin 
that  is  comparable  to  the 
original  PVC. 

The  technique  is  due  to  go 
into  industrial  use  in  2001. 
Solvay:  Belgium,  email 

jaoques.degeriache@solvay 
■com;  www.solvay.com 

Solution  to 
differentials 

From  finance  to  fluid 
dynamics,  some  of  the 
world’s  most  complex 
systems  can  be  described 
by  tbe  mathematical 
expressions  known  as  partial 


differential  equations. 

Solving  the  equations 
usually  involves  using 
advanced  mathematical 
modelling  techniques,  and 
powerful  computers. 

CSIRO,  the  Australian 
research  organisation,  has 
developed  software  called 
Fastflo  that  is  designed  to 
simplify  the  task. 

A  software  product  for 
simulating  the  flow  of 
granular  material  for  the 
mining  and  minerals 
processing  industry  is 
already  available.  A  product 
using  the  Black- Scholes 
equation  for  option  pricing  In 
finance  will  be  launched  in 
mid-1999. 

CSIRO:  Australia,  tel 
61293253270; 
www.cmis.csiro.au/cfc/ 

Small  scale 
mass  production 

The  University  of  Southern 
California  is  developing  a 
process  to  mass-produce 
tiny  mechanical  and 
electromechanical  devices 
without  the  need  for 
expensive  “cleanroom" 
facilities. 

The  process,  called  Bab, 
Or  electrochemical 
fabrication,  creates  devices 
with  complex  features  that 
are  smaller  than  the  width  of 
a  human  hair. 

University  of  Southern 
California-  US.  tel 
2137404750;  http:// 
'www.isi.edu/efab 

Soccer  boots 
toe  the  line 

Umbra,  the  UK-based 
sportswear  group,  has 
developed  a  new  insole  for 
its  soccer  boots  that  it  says 
will  improve  efficiency  on  the 
pitch  and  reduce  toe  injuries 
and  the  risk  of  arthritis  in  toe 
joints,  writes  SheHa  Jones. 

The  insole  or  metatarsal 
cradle  cushions  and 
supports  the  area  around 
foe  big  toe.  which  suffers 
foam  pressure  from  the 
boot’s  main  stud.  It  was 
developed  at  Salford 
University  by  Steve  Lyons,  a 
Podiatrist  and  adviser  to 
football  clubs  including 
Manchester  United  and 
Liverpool. 

By  distributing  the 
pressure  more  evenly,  you 
allow  the  first  metatarsal  to 
fonchon  more  efficiently, 
Particularly  when  a  player 
breaks  into  a  run."  said  Mr 
Lyons. 

Joint  movements  and 
pressure  points  were 
fo^sured  inside  the  boot 
ysmg  magnetic  resonance 
"waging  scanners. 

used  comPUter 

aided  designs  to  test  the 
™ngs  and  produce  the 
PfJ  lnsoie-  which  was 

*-**«?*■  P'ay**8- 

'"formation  from 
j??  ^rriers,  Salford 
Vwemty.  Tel  0161  295 
3370,  e-mail 
&  chatmersQunh/arsity- 
rflana9ertieht.saffbrd.3cruk 
Vanessa  Houlder 
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Euro  sidelines  the  role  of  credit  ratings 

Technical  factors  are  replacing  traditional  concerns  about  individual  country  risk,  writes  Arkady  Ostrovsky 
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individual  bond  markets, 
one  are  the  days  Now  we  do  not  value  bond 
when  government  markets  as  a  whole,  but  look 
yield  spreads  in  at  Individual  bonds,  regard- 
Europe  were  determined  by  less  of  the  country  of  their 
macro-economic  factors  such  origin.'*  says  Jan  Loesy.  gov- 
as  credit  ratings,  interest  eminent  bond  strategist  at 
rates  or  currencies.  The  JJ*.  Morgan.  Bonds  issued  by 
birth  of  the  euro  removed  different  countries  are 
currency  risks  in  the  euro-  judged  across  the  borders  on 
zone  and  created  a  single  a  relative  basis. 


lO-year  benchmark,  bond  yields 
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pool  of  sovereign  bonds. 


Technical  factors  -  liquld- 


Credit  ratings  still  play  a  tty,  issuance  volumes, 1  the 
part,  but  they  have  been  effleency  of  individual  repo 
overtaken  by  technical  con-  markets,  coupon  -  are  repla- 
si derations,  such  as  market  ring  concerns  about  Individ- 
liquidity  and  the  relative  ual  country  risk, 
value  of  individual  bonds.  “Technical  factors  rather 
Bankers  are  having  a  hard  than  credit  risk  largely 
time  establishing  the  abso-  determines  relative  spread  ally."  says  Laurent  Franso- 
lute  credit  spread  between  on  euro-zone  sovereign  let.  euro-zone  analyst  at  JP.  eminent  bonds  continue  to  investment, 
euro-zone  countries  at  differ-  debt,"  says  HSBC  in  a  recent  Morgan.  “Italy,  for  example  be  traded  with  barely  an 
* .  '  is  more  exposed  to  the  Kos- 
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“ Euroland  sovereign  gov-  offer  the  best  return  on 


recognised  yeL  It  ought  to 
be,  because  some  of  the  mis¬ 
conceptions  that  drive  cur¬ 
rent  sovereign  spreads  may 
well  be  a  matter  for  future 
regret."  says  HSBC. 

The  bank  argues  that  an 
AA  rating,  if  it  is  genuine, 
should  be  reflected  in  a 
spread  the  same  way  as  it  is 
reflected  at  a  corporate  lev-el. 
An  AA-rated  borrower  may 
have  to  pay  as  much  as  a  100 
basis  point  premium  over  an 
AAA-rated  company. 

The  second  misconception, 
says  tbe  bank,  is  market 
liquidity.  While  a  large  mar¬ 
ket.  Italy  for  example,  is  less 
likely  to  come  under  a 
liquidity  squeeze,  its  size 


ent  parts  of  the  yield  curve,  report  Sovereign  bonds  are 


acknowledgement  that  credit 


This  explains  why  Italy,  reflects  tbe  level  of  the  coun- 
with  an  AA  rating  and  trad-  try's  indebtedness  with  rela- 


While  in  the  most  liquid  10-  judged  not  against  each  ovo  crisis  than  Germany,  risk  for  sovereigns  is  now  a  tog  at  more  thnn  500  >«cic  tivelv  greater  prospect  of  a 
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year  sector,  the  German  other,  but  against  a  homoge-  and  in  the  past  this  would  reality."  says  HSBC. 


points  over  Germany  in  the  default. 


bund  remains  the  bench-  nous  swap  curve  that  Is  cal-  have  led  to  a  big  widening  in  Credit  ratings  in  the  euro-  early  1990s.  is  non-  trading  Thirdly,  investors  assume 

mark  with  a  yield  of  10  basis  culated  from  the  rate  at  the  spreads.  But  tbe  spreads  zone  still  determine  the  below  some  AAA-rated  coun-  a  euro-zone  country-  would 


points  below  France,  Span-  which  fixed-rate  money  can  have  barely  moved  so  far.”  basic  spreads  between  AA  tries  such  as  Finland. 


always  be  bailed  out  by  the 


ish  two-year  bonds  are  trad-  be  swapped  into  floating-rate  Investors  are  convinced  and  AAA-rated  countries.  Yet,  some  analysts  argue  European  Central  Bank.  If 
ing  two  basis  points  below  money.  In  other  words,  euro-  that  tbe  single  currency  is  a  but  liquidity  is  becoming  the  that  the  market  is  blind  in  this  was  tbe  case,  it  is  t im? 

Germany,  despite  the  coun-  zone  bonds  begin  to  resem-  one-way  street  and  tbe  over-riding  issue  in  bond  its  perception  of  credit  risk  to  upgrade  all  euro-zone 

try's  lower  credit  rating.  We  bonds  issued  by  different  chances  of  any  of  the  11  markets.  Investors  are  pne-  and  overestimates  the  impor-  countries  to  the  highest  level 


'We  used  to  look  at  a  US  states. 


countries  falling  out  of  eco-  pared  to  pay  a  premium  for  a  tance  of  liquidity.  The  real-  and  if  rating  agencies  have 
country’s  Inflation,  deficit  or  "Fundamental  factors  do  nomic  and  monetary  union  liquid  bond,  even  if  on  a  re]-  ity  is  that  such  risk  {of  not  done  so.  they  may  have 


monetary  policy  to  judge  not  drive  markets  individu-  are  minimal 


ative  value  basis  it  does  not  default]  is  not  adequately  a  good  reason  for  it- 
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Republic  of  Poland 


U.S.52,970.21 4,000 
Due  2024 

Collalerarified  Discount 
Bonds 

In  coimectlon  with  the  1994 
financing  Proposals  of  the 
Repubic  ol  Poland 
Notice  is  hereby  gNen  that  tha 
Pnteal  Intasesitarthe  Werasi 
Penod  April  29. 1999  to  October 
29. 1999  has  been  bad  at 
5.9375%  and  that  the  interest 
payable  on  tfu  retewara  Merest 
Payment  Dale  October  29, 1999 
for  the  irxnsat  period  nil  be 
USS30.1B  In  rasped  of 
USS1 ,000  nominal  of  (he  Bonds. 
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Republic  of  Poland 

U.S.  SI 37.556.000  Due  2009 

New  Money  Bonds 

in  cormecdon  «m  Vie  1094 
Financing  Pmpoeate  of  the 
RapuMcof  Potand 
Nobce  «  hereby  giver  that  the 
fta»  of  Interest  hx  the  fetorast 
Period  April  as.  1999  »  October 
29, 1999  has  been  feed  at 
5.9375%  and  Ihsi  Die  Merest 
payable  on  the  relevant  Interest 
Pqymanl  Data  October  29. 1999 
lor  fee  Interest  period  w»  be 
US$30.18  in  rasped  of  ussi.ooo 
nominefoflhgfloncls. 

GtaOV  AganfrardlnjaSenAm 
Cttfai*.  HA.  London 
Afrt2S.  1399 

CTHBANWl 


THE  ROYAL  BANK  OF  CANADA 

U  S.  S333M0fl0a  Floating  Rata 
Debentures  due 2005 
In  seed  dance  with  the  Taints  end 
Conditions  of  the  Debenture*  the 
interest  row  (or  the  period  30th 
April  1999  to  28th  May. 
1999  has  been  fixed  at  5%  per 
annum.  On  28th  May.  1999 
interest  of  U.S.  $3498889  per  US¬ 
SI.OOO  nominal  amount  of  lha 
Debenture*  wtt  be  due  for  payment 
The  rate  of  interest  for  the  period 
commencing  28th  May,  1999  wffl  be 
determined  on  28th  May,  1999. 

Agent  Sank  and 
Principal  Paying  Agent 
6ga  ROtALBAMC 
gSSS  OF  CANADA 
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Latvia  to 
make  bond 
debut  in 


euros 

By  Khazem  (fcichairt 


Latvia  is  t°  follow 
neighbouring  Lithuania  and 
issue  its  debut  eunHlenomi- 
nated  bond  later  this  month. 

Bankers  say  the  Latvian 
bond,  its  first  in  the  interna¬ 
tional  capital  markets,  is 
expected  to  be  for  £150®  to 
€200m  with  a  maturity  of 
five  years.  It  is  expected  to 
be  priced  to  yield  a  spread  in 
the  low  to  middle  300  basis 
point  range  over  five-year 
German  bunds. 

Lithuania  launched  its 
debut  euro-denominated 
bond  last  month,  a  five-year 
€200m  deal  that  has  traded 
at  a  stable  level  of  470  basis 
points  over  German  bunds. 

Latvia,  which  hopes  to 
join  the  European  Union, 
launched  its  bond  partly 
because  it  is  keen  to  estab¬ 
lish  a  benchmark  ahead  of  a 
crucial  EU  summit  in  Sep¬ 
tember,  at  which  the  next 
wave  of  euro-zone  entrants 
may  be  announced.  **We 
want  to  know  how  we  are 
being  evaluated  [by  the  mar¬ 
kets!,"  said  Ivars  Godmanis, 
Latvia's  finance  minister. 

Latvia  is  rated  Baa2  by 
Moody's  Investors  Service 
and  BBB  by  S&P,  the  same 
as  Hungary,  the  most  recent 
emerging  European  bor¬ 
rower  to  tap  the  market, 
with  a  |500 m  issue. 

•  The  Thai  government  yes¬ 
terday  launched  its  largest 
ever  15-year  domestic  bond 
and  announced  changes  to 
its  bond  auction  system  in 
an  attempt  to  help  stimulate 
the  domestic  market,  writes 
William  Barnes. 

The  bond,  launched  at  a 
yield  of  8.15  per  cent,  com¬ 
pared  favourably  to  rates 
available  on  the  interna¬ 
tional  markets.  Other  Thai 
entities,  including  Siam 
Cement,  have  tapped  the 
domestic  market  recently. 


INTERNATIONAL  CAPITAL  MARKETS . . . . . — . 

Rise  in  consumer  spending  hits  Treasuries 


BENCHMARK  BONDS.. 


By  Vincent  Boland  to  London 
and  Join  [abate  in  Now  Vnfc 


Prices  edged  lower  yesterday 
as  a  combination  of  profit- 
taking,  contrasting  new 
bond  auctions  and  a  busy 
day  in  the  corporate  bond 
market  kept  investor  atten¬ 
tion  elsewhere. 

Most  markets  outside  the 
US  dosed  at  the  low  end  of 
their  trading  ranges  while 
US  Treasuries  edged  down¬ 
wards  in  early  trading  after 
a  report  showing  a  rebound 
in  consumer  spending  and  a 
weaker  dollar. 

The  S0-year  bond  was 
down  ft  to  95ft  by  early 


afternoon,  pushing  the  yield 
up  to  5.580  per  cent. 

Among  shorter  term  issues 
the  two-year  note  was  £ 
lower  at  99ft,  yielding  5-046 
per  cent. 

US  durable  goods  in  March 
rose  2  per  cent  after  a  drop 
of  3£  per  cent  in  the  previ¬ 
ous  month.  Although  the 
data  series  is  considered  vol¬ 
atile,  yesterday's  report  was 
seen  as  mildly  bearish  for 
US  bonds. 

However,  there  was 
encouragement  from  a 
senior  Federal  Reserve 
banker  for  those  who  fear  a 
return  of  US  inflation. 

Cathy  Minehan,  president 
of  the  Federal  Reserve  Bank 
of  Boston,  said  there  were 


"almost  no  signs  of  increas¬ 
ing  price  pressures"  in  the 
economy  despite  the  high 
rate  of  US  economic  growth 
and  low  unemployment  rate. 

Markets  in  Europe  took 
their  cue  from  sharply 
weaker  Japanese  govern¬ 
ment  bonds  after  senior  offi¬ 
cials  said  a  supplementary 
budget  would  be  required 
later  this  year. 

JGB  futures  dosed  nearly 
60  ticks  lower  while  the  yield 
on  10-year  bonds  rose  to 
1.475  per  cent  at  the  close  in 
Tokyo  from  1.415  per  cent 

Ian  Douglas,  fixed  income 
strategist  at  Warburg  Dillon 
Read,  estimated  that  a  sup¬ 
plementary  budget  would 
require  the  issuance  of  at 


least  an  additional  YlO.OOObn 
to  fin  the  hole  in  the  budget 
“It  was  always  clear  that 
recent  denials  of  a  supple¬ 
mentary  budget  didn’t  add 
up,”  he  slid,  adding  that  he 
expected  the  yield  on  10-year 
JGBs  to  rise  above  2  percent 
by  the  end  of  the  year. 
There  were  mixed 
responses  to  bond  auctions 
in  the  UK  and  Germany. 
Analysts  said  an  auction  of 
just  over  €4-2bn  of  the 
benchmark  10-year  bund  of 
July  2009  was  well  received, 
although  bunds  and  other 
European  bonds  fell  slightly 
as  investors  had  eyes  only 
for  the  new  issue. 

The  spread  of  bunds  below 
Treasuries  was  unchanged 


at  the  close  in  Frankfurt  at 
144  basis  points,  while  the 
yield  an  10-year  bunds  rose  a 
fraction  to  just  below  3.87 
per  cent  In  the  futures  mar¬ 
ket,  the  June  bund  contract 
was  0.28  lower  late  yesterday 
in  heavy  Eurex  trading. 

However,  an  auction  of 
£50 om  of  long-dated  index- 
linked  gilts  met  a  cool 
response  from  investors  and 
the  debt  management  office 
foiled  to  attract  bids  for  the 
full  amount  on  offer. 

Officials  blamed  the  out¬ 
come  on  competition  from 
bonds  issued  yesterday  by 
British  Telecom  and  others. 
One  analyst  said  the  gilts 
Issue  had  been  priced  “to 
look  expensive”. 


The  gut  market  was  not 
unduly  shaken  by  the  result 
of  the  auction,  however,  ana 
prices  ended  lower  but  on 

the  floor.  .  n 

The  Jane  gilt  contract  feu 
0.38  to  settle  at  116.08  as 
futures  trading  picked  up. 
with  turnover  on  Line 
about  55,000  contracts- 
Emerging  market  bonds 
continued  to  weaken  as  a 
probe  into  the  Brazilian  cen¬ 
tral  bank  threatened  to 
unsettle  the  government 
The  yield  spread  over  US 
Treasuries  of  last  week  s 
Brazilian  benchmark  global 
issue  continued  to  widen, 
with  the  bonds  trading  at  750 
to  765  hasis  points  over  US 
bonds. 


Euro.NM 
plans  to 
harmonise 
further 

By  Vtecoti  Boland 


Rare  appearances  by 
two  UK  blue  chips 


New  international  bond  issues 


NEW  ISSUES  . . 

By  Arkady  Ostrovsky 


British  Telecommunications 
and  British  Airways,  two  of 
the  UK’s  leading  companies, 
made  rare  appearances  in 
the  international  capital 
markets  yesterday. 

British  Telecom  launched 
the  largest  sterling-denomi¬ 
nated  issue  by  a  UK  corpo¬ 
rate.  The  company  issued  a 
£600m  30-year  bond,  taking 
advantage  of  demand  for 
long-dated  corporate  paper. 

The  issue  was  increased 
from  £500m  in  response  to 
strong  demand  from  inves¬ 
tors  and  was  priced  to  yield 
110  basis  points  over  the  30- 
year  gilt  benchmark.  The 
bond  was  British  Telecom's 
first  issue  since  1997,  when  It 
raised  S2.5bn  with  a  view  to 
merging  with  MCL 

Andy  Longden,  the  compa¬ 
ny’s  treasurer,  said  the  offer¬ 
ing  gave  British  Telecom 
greater  flexibility  and 
cheaper  financing  than  a 


bank  loan.  He  said  issuing  a 
30-year  bond  in  sterling 
made  particular  sense 
because  of  the  inverted 
shape  of  the  gilt  yield  curve. 

A  banker  said  there  was 
strong  demand  for  30-year 
paper  in  sterling  because  UK 
pensions  funds  and  Insur¬ 
ance  companies  have 
long-term  liabilities  that 
need  to  be  matched  by  assets 
and  the  long-end  of  the 
cmve  was  still  foirly  undev¬ 
eloped  in  the  euro-zone. 

The  company  would  not 
comment  on  whether  it 
would  swap  the  fixed-rate 
proceeds  into  floating-rate 
funds.  Observers  said  with  a 
swap  spread  of  more  than  80 
basis  points  compared  with 
the  euro’s  20  basis  points, 
sterling  offers  better  arbi¬ 
trage  opportunities  than  in 
the  euro,  should  a  company 
wish  to  swap. 

British  Airways  launched 
a  €300m  preferred  security,  a 
hybrid  between  bond  and 
equity,  the  first  such  deal  by 
a  UK  corporate  in  the  cur¬ 


rency.  Preferred  securities 
are  widely  used  by  US  com¬ 
panies  and  BA’s  issue  high¬ 
lights  the  Americanisation 
of  the  European  capital  mar¬ 
ket,  observers  said. 

The  security,  which  has  no 
maturity  date,  pays  a  coupon 
of  6.75  per  cent  quarterly 
and  is  callable  after  five 
years  but  has  no  put  option. 

Warburg  Dillon  Read,  lead 
manager,  said  50  per  cent 
was  sold  to  retail  investors. 
The  instrument,  which  is 
subordinated  to  all  other 
forms  of  debt  and  is  only 
senior  to  common  equity,  is 
rated  Baal  by  Moody's  and 
BBB  by  Standard  and  Poor’s. 

Preferred  securities,  which 
are  favoured  by  banks,  allow 
companies  to  restructure 
their  balance  sheets.  “Pre¬ 
ferred  securities  are  cheaper 
anti  more  flexible  iKhan  issu¬ 
ing  new  shares  and  do  not 
increase  gearing,”  said  Barry 
Zins  at  Warburg.  The  deal 
was  not  a  funding  exercise, 
but  a  strategic  balance  sheet 
management  tool,  he  added. 
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MNBA,  the  US  bank  that 
issues  credit  cards,  launched 
a  landmark  €750m  floating- 
rate  note  issue  secured  by 
credit  card  cashflows,  the 
first  such  deal  in  the  single 


currency  by  a  US  issuer.  The 
five-year  notes  were  priced 
to  yield  14  basis  points  over 
Euribor. 

The  proceeds  from  the 
transaction  will  be  swapped 


back  into  dollars,  and  the 
deal  is  intended  to  establish 
a  benchmark  in  the  single 
currency.  The  bank  has  a 
credit  card  portfolio  of 
amounting  to  $42.7bn 


Euro-NM,  the  pan-European 
alliance  of  growth-company 
stock  exchanges,  is  to. tahfr 
further  steps  to  harmonise 
its  listing  requirements. in 
the  next  few  months  as  more 
exchanges  join  and  more 
companies  seek  stock  mar¬ 
ket  quotations. 

The  Stockholm.  Copen¬ 
hagen  and  Zurich  stock  mar¬ 
kets  for  growth  companies 
are  poised  to  join  the 
EutvSti  alliance  by  the  end 
of  June,  and  officials  said 
vesterday  that  it  was  likely 
the  alliance  would  have 
Irish.  Portuguese.  Norwe¬ 
gian,  Spanish  and  Finnish 
membership  by  the  end  of - 
/his  vear. 

It  will  be  the  third  agree¬ 
ment  among  the  alliance's 
five  members  -  the  growth 
company  markets  of  France, 
Germany.  Netherlands,  Bel¬ 
gium  and  Italy. 

The  continued  expansion 
of  the  alliance  to  include  the 
remaining  European  Union 
markets  would  put  Euro  JVM 
in  a  formidable  position  to 
influence  the  way  growth 
companies  raise  capital. 

There  is  still  no  definite 
plan  to  set  up  a  London  leg, 
although  the  London  Stock 
Exchange  has  observer  sta¬ 
tus  within  the  alliance  and 
both  sides  are  likely  to  estab¬ 
lish  more  formal  links  at  a 
later  stage. 

However,  the  alliance  is 
still  not  fully  integrated 
technologically. 

The  Nouveau  Marche  in 
Paris.  NMAX  in  Amsterdam 
and  Euro-NM  Brussels  com¬ 
pleted  a  cross-access  package 
late  last  year  but  Frankfurt’s 
Neuer  Markt,  which 
accounts  for  more  than 
80  per  cent  of  the  alliance's 
market  capitalisation,  will 
not  be  included  until  later 
this  year.  _ 
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CURRENCIES  &  MONEY 


Yen  buoyed  by  strong  economic  data 


of  the  London  session  the 
euro  had  fallen  back  to 
SI  .063. 

■  Speculation  over  further 
fiscal  stimulus  in  Japan  was 
fuelled  by  comments  from 
Okiharu  Yasuoka,  cfaMf-rngn 
of  the  financial  revitalisation 
committee.  An  extra  budget 
in  excess  of  Y10,<X»bn  would 
be  needed  to  revive  the  econ¬ 
omy.  he  said. 

“Officials  opposing  a  sup¬ 
plementary  budget  are 
shrinking  in  number  and 
now  seem  to  be  confined  to 
the  prime  minister  and  his 
inner  circle."  said  Alison 
Cottrell,  chief  international 
economist  Paine  Webber. 

But  Nick  Parsons,  chief 
currency  strategist  at  Pari¬ 
bas  in  London,  observed  that 
despite  yesterday's  turbulen- 
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MARI^TSREPORT 

By  Christopher  Swann 

Robust  industrial  production 
figures  and  renewed  specula¬ 
tion  of  another  fiscal  stimu¬ 
lus  package  sparked  a  sharp 
nse  in  the  yen  yesterday. 

In  Asian  trading  the  yen 
surged  from  Yl 20.20  to 
Y118.5  within  the  space  of  a 
few  hours  before  ending  the 
London  session  at  Y119.2. 

The  yen's  rise  was  aided 
by  a  raff  of  economic 
releases  which  surpassed  the 
market's  expectations. 
Industrial  production  figures 
rose  2.2  per  cent  month -on- 
month,  reflecting,  according 
to  one  economist,  the 
delayed  impact  of  the  gov¬ 
ernment's  previous  fiscal 
stimulus  package. 

Meanwhile  the  euro  sur¬ 
rendered  early  gains  amid 
reports  that  Vufc  Draskovic, 
Yugoslav  deputy’  prime  min¬ 
ister  and  an  advocate  of 
compromise  with  Nato,  had 
been  dismissed.  By  the  end 


POUND  SPOT  FORWARD  AGAINST  THE  POUND 
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ce  in  spot  rates,  dollar- yen 
options  volatilities  continued 
to  fall.  "This  f indicators  that 
the  market  is  very  comfort¬ 
able  with  the  Idea  of  the  yen 
trading  in  a  very  tight 
range."  he  said. 

■  The  barrage  of  euro- 
friendly  comments  fro m  offi¬ 
cials  continued  yesterday. 

Ernst  Welteke,  Bundes¬ 
bank  council  member, 
stepped  into  the  fray,  sug¬ 
gesting  that  a  continued 
depreciation  could  lead  to 
inflation  in  the  euro-zone. 

Analysts  speculated  that 
European  monetary  authori¬ 
ties  had  awoken  to  the  dan¬ 
ger  of  a  self-perpetuating 
downward  spiral. 

“They  may  have  taken  the 
view  that  cumulative  down¬ 
ward  instability  would  set  in 
below  $1.06,  forcing  the  cur¬ 
rency  to  parity  quite 
quickly,"  said  Ravi  Bulchan- 
dani,  senior  currency  econo¬ 
mist  at  Morgan  Stanley 
Dean  Witter.  It  was  hard  to 
justify  concern  on  inflation- 
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ary  grounds  at  least  in  the 
short  term,  he  said. 

Others  suggested  the  Euro¬ 
pean  Central  Bank  may  have 
feared  that  long  term  pros¬ 
pects  of  creating  a  reserve 
currency  could  be  imperilled 
by  excessive  euro  weakness. 

“This  is  a  prise  European 
politicians  and  central  bank¬ 
ers  are  keen  to  win,"  said 
Michael  Lewis,  senior  econo¬ 
mist  at  Deutsche  Bank. 


■  The  Australian  dollar 
received  a  double  shot  in  tbe 
arm  yesterday  by  a  spike  up 
in  key  commodity  prices  and 
a  pick-up  in  inflation. 

The  Aussie  surged  half  a 
cent  against  tbe  dollar  to 
close  in  Loudon  at  9H.B524. 
resuming  an  upward,  march 
interrupted  earlier  this  week 
by  the  IMF's  gold  sale  plans. 

James  McKay,  global  mar¬ 
kets  strategist  at  tbe  Com¬ 
monwealth  Bank  of  Austra¬ 
lia.  said  the  currency  could 
continue  to  rise  on  the  back 
of  commodity  prices.  Lower 
production  capacity,  he 
added,  meant  even  a  small 
increase  in  demand  would 
produce  a  sharp  rise  in 
prices. 

■  OTHER  CURRBICIES 
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■  Russian  negotiations  with 
the  International  Monetary 
Fund  and  World  Bank  were 
very  much  a  side-show  for 
foreign  exchange  markets 
yesterday. 

The  release  of  another 
tranche  of  IMF  credit  for  the 
country  would  be  slightly 
euro  positive,  analysts  said. 
But  either  way.  tbe  outcome 
of  the  talks  was  not  expected 
to  have  a  significant  impact 
□utside  Russia.  "Markets 
have  written  off  Russia." 
said  Paul  Cbertkow,  head  of 
global  research  at  the  Bank 
of  Tokyo-Mitsubishi. 

But  J.MF  negotiations 
could  well  produce  some  lib¬ 
eralisation  of  currency  con¬ 
trols,  said  Arnab  Das  at  J-P. 
Morgan.  "In  tbe  short  term 
this  might  be  negative  for 
the  rouble  because  it  would 
unlock  repressed  demand  for 
dollars.  But  once  the  market 
equilibrates,  Russians  might 
be  more  trilling  to  bold  rou¬ 
bles  it  if  they  feel  the 
exchange  rate  is  at  the  mar¬ 
ket-clearing  price."  he  said. 
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COMMODITIES  &  AGRICULTURE _  _ . 

Raw  sugar  futures  plunge  to  lowest  in  13  years 


By  Paul  Sohnan  add 

Robert  Corzhie 


_  since  the  beginning  of  the 

MARKETS  REPORT .  year  and  stands  at  its  lowest 

for  13  years.  In  afternoon 
trading  yesterday,  the  July 
contract  was  4.04  cents  a 
pound. 

The  London  International 
Financial  Futures  and 
Options  Exchange's  August 
white  sugar  contract  fared 
little  better,  standing  at  $161 
a  tonne  in  late  trading,  just 
20  cents  above  Tuesday's 
record  low. 


Sugar  futures  plunged  to 
fresh  lows  yesterday,  with 
the  highest-volume  raw  con¬ 
tract  sinking  close  to  4  cents 
a  pound. 

Haw  sugar,  traded  on  New 
York's  Coffee.  Sugar  and 
Cocoa  Exchange,  has  lost 
more  than  half  its  value 


Analysts  say  the  outlook 
remains  strongly  bearish, 
with  leading  producers 
increasing  exports  in  a  mar¬ 
ket  that  is  already  heavily 
oversupplied.  Brazil's  cur¬ 
rency  devaluation  has  also 
encouraged  sugar  output. 

Cocoa  prices  were  slightly 
stronger  than  of  late.  The 
July  contract.  Liffe's  most 
actively  traded,  rose  to  £709 
a  tonne  at  one  stage  before 
losing  ground.  It  closed  £5 


higher  at  £700  a  tonne,  end¬ 
ing  two  weeks  of  decline; 

Robust*  coffee  also  recov¬ 
ered  most  of  Tuesday's 
losses,  the  July  contract  end¬ 
ing  up  $14  at  $1,428  a  tonne. 

Oil  prices  rose  yesterday 
after  fresh  evidence  of  a 
decline  in  surplus  crude 
stocks  in  the  US.  the  world's 
biggest  petroleum  market 
The  June  Brent  futures 
contract  on  London's  Inter¬ 
national  Petroleum 


Exchange  reached •  a 
15-month  high  of  $16.32  a 
barrel  at  one  stage,  before 
falling  back  to  $1625  a  barrel 
tn  late  trading,  up  45  cents 
on  Tuesday’s  dose. 

US  stocks  of  crude  oil  are 
reported  to  have  fallen  by 
between  3J5m  and  4m  barrels 
over  the  past  week,  accord¬ 
ing  to  the  most  widely  fol¬ 
lowed  industry  and  govern¬ 
ment  estimates. 

Base  metals  added  to  the 


gains  of  recent  days.  The 
London  Metal  Exchange’s 
flagship  three-month  copper 
contract  dosed  at  $1,561  a 
tonne,  a  rise  of  $8  an  the 
day,  while  nickel  rose  $115 
to  $5,440  a  tonne. 

Martin  Squires,  analyst  at 
Rudolf  Woolf,  said  there 
were  definite  signs  of  opti¬ 
mism  in  the  base  metals 
markets. 

However,  he  warned: 
“There’s  still  a  lot  of  uncer¬ 


tainty.  We  could  see  some 
more  strength  In  the  coming 
weeks,  but  we  will  remain 
suspicious  of  the  upside 
until  consumer  interest 
returns." 

Meanwhile,  the  LME  yes¬ 
terday  began  consulting 
warehouse  companies  about 
its  new  draft  warehouse  con¬ 
tract  The  exchange  plans  to 
revise  the  contract  in  order 
to  better  reflect  the  business 
environment 


Matif 
plans  new 
oilseed 
derivatives 
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By  Paul  Sotanan 


Besieged  Emperor  fights  for  independence 


The  Australian  gold  mining  group  has  been  embroiled  in  an  acrimonious  corporate  struggle,  says  Russell  Baker 

Fill's  vatukoula  gold  DRD  called  a  meeting  of  DRD,  which  will  also  soon  all  the  potential  and  promise  that  over  the  past  18  months 

mine  has  been  producing  Emperor  shareholders  to  be  listed  in  Australia,  has  to  be  the  next  Vatukoula".  have  made  various  merger 

cold  from  the  Tavua  remove  the  restrictions  and  since  requested  yet  another  There  is  now  talk  that  JCI  and  asset  swap  proposals  - 
B  meeting  to  seek  board  con- 


■jjf's  Vatukoula  gold 
■  mine  has  been  producing 
gold  from  the  Tavua 
Basin  for  more  than  65 
years.  While  most  mines  are 
in  their  final  days  the  under¬ 
ground  operation,  which  is  a 
big  contributor  to  Fiji's  econ¬ 
omy  and  its  largest  private 
sector  employer,  still  has  at 
least  another  20  years  of  life. 

Vatukoula  (which  means 
“rock  of  gold")  is  the  key 
asset  of  Emperor  Mines,  an 
Australian-listed  company 
that  has  been  embroiled  in 
an  acrimonious,  complicated 
and  at  times  perplexing  cor¬ 
porate  struggle.  Since  late 
last  year  Durban  Roodeport 
Deep,  the  South  African  gold 
miner  controlled  by 
and  Brett  Kebble.  has  tried 
everything  it  can  think  of  to 
snare  control  of  Emperor. 

Emperor  still  eludes  it  but 
DRD  has  bought  13  per  cent 
of  another  Australian-listed 
gold  miner.  Hargraves 
Resources,  and  hopes  to  gain 
control  of  the  company’s 
board.  Co-incidentally. 
Emperor  owns  about  5  per 
cent  of  Hargraves. 

DRD.  which  is  listed  in 
Johannesburg  and  London. 
tried  to  take  advantage  of 
Emperor's  switching  its 
domicile  to  the  Isle  of  Man 
in  1986.  The  change  meant 
Emperor  was  no  longer  pro¬ 
tected  by  Australia's  take¬ 
over  laws  but  it  altered  its 
articles  of  association  to 
include  shareholder  restric¬ 
tions  based  on  those  laws. 


COMMODITIES  PRICES 


BASE  METALS 

LONDON  METAL  EXCHANGE 

pikes  bom  Amalgamated  Metal  Trading) 
■  AUIMMUK,  99.7  PUHTT/S  per  tore) 


DRD  called  a  meeting  of 
Emperor  shareholders  to 
remove  the  restrictions  and 
allow  it  to  buy  a  controlling 
block  of  shares  before  mak¬ 
ing  a  bid  for  the  minorities. 
But  DRD,  which  bad  bought 
a  17.4  per  cent  holding  - 
largely  from  Emperor's  then 
chairman  Tan  Sri  Azmi  Wan 
Hamzah,  the  Malaysian  busi¬ 
nessman  -  did  not  win  suffi- 


trol  of  Emperor  but  the 
besieged  board  refuses  to 
hold  the  meeting.  Emperor 
claims  the  request  is  invalid 
but  won’t  say  why.  DRD  also 
unveiled  a  one-for-Bve  share 
swap  offer  for  Emperor  valu¬ 
ing  it  at  A$64m  (US$41 .6m) 


all  the  potential  and  promise 
to  be  the  next  Vatukoula". 

There  is  now  talk  that  JCI 
Gold,  another  South  African 
member  of  the  Kebble  group 
of  companies,  is  set  to  help 
DRD  fund  a  cash  offer  for 
Emperor  by  taking  up  a 
placement  of  DRD  shares. 

There  is  also  speculation 
of  more  restructuring  within 
the  Kebble  stable  that  could 


Since  late  last  year  Durban  Roodeport  Deep, 
the  South  African  gold  miner  controlled  by 
Roger  and  Brett  Kebble,  has  tried  everything 
it  can  think  of  to  snare  control  of  Emperor  ^ _ 

Roger  stake  to  just 


rient  support  at  the  meeting. 

DRD  had  been  confident 
that  if  it  was  able  to  change 
the  articles.  Emperor's  18 
per  cent  shareholder  Indo¬ 
china  Goldfields,  a  Toronto- 
listed  resources  group  run 
by  Canadian  entrepreneur 
Robert  Friedland.  would 
have  sold  Us  stake  to  DRD. 

However,  it  is  understood 
that  Mr  Friedland.  who  dis¬ 
covered  the  huge  Voisey’s 
Bay  nickel  deposit,  will  not 
sell  the  stake  unless  Indo¬ 
china  receives  an  attractive 
price.  Emperor’s  response  to 
DRD’s  move  was  to  call 
another  shareholders’  meet¬ 
ing  seeking  to  change  its 
domicile  back  to  Australia 
but  this  time  Emperor  did 
not  have  the  numbers. 


but  after  having  problems 
lodging  formal  takeover  doc¬ 
uments  it  decided  last  month 
to  withdraw  its  bid. 

Vatukoula,  which  has  pro¬ 
duced  6m  ounces  of  gold  to 
date,  is  producing  120,000 
ounces  a  year  but  the  board 
aims  quickly  to  lift  that  to 
200,000  ounces. 

In  the  longer  term 
Emperor  plans  to  lift  produc¬ 
tion  to  as  much  as  400.000 
ounces  but  that  involves 
developing  the  Vatukoula 
Deeps  deposit  below  the  cur¬ 
rent  underground  mine 

Emperor  also  has  a  new 
gold  discovery  at  Tuvata  - 
just  20km  away  from  Fiji's 
international  airport  at 
Nadi.  Gordon  Toll,  chair¬ 
man.  believes  Tuvatu  “has 


see  a  merger  between  JCI 
Gold.  Consolidated  African 
Mines.  Western  Areas  -  and 
perhaps  London-listed 
Randgold  Resources. 

What  implications  such  a 
merger  would  have  for  the 
ownership  of  DRD  -  and  its 
designs  on  Emperor  -  are 
unclear. 

DRD  has  received  plenty 
of  bad  press  in  Australia 
that  has  focused  on  tbe  Keb¬ 
ble  family’s  complex  and 
usually  incestuous  corporate 
shuffling  in  South  Africa  as 
well  as  Australia. 

The  Kebbles  control  sev¬ 
eral  struggling  Australia- 
listed  mining  groups,  such 
as  Continental  Goldfields, 
Masmindo  Mining,  Platgold 
Pacific  and  Laverton  Gold, 


most  of  which  have  failed. 

DRD’s  move  on  Hargraves, 
which  owns  an  underground 
minp  in  New  South  Wales, 
may  also  prove  controversial 
as  it  Is  seeking  control  with¬ 
out  making  a  full  bid.  Har¬ 
graves  is  completing  a  share 
and  cash  offer  that  will  give 
it  majority  ownership  of 
Diversified  Mineral 
Resources,  another  Austra¬ 
lia-listed  company  that  owns 
the  Agbaou  gold  project  in 
Cote  d'Ivoire. 

DRD  has  also  acquired  14.9 
per  cent  of  DMR.  which  will 
enable  it  to  lift  its  Hargraves 
under  20  per 
cent  by  accepting  the  Har¬ 
graves  offer  for  DMR.  DRD 
bought  its  13  per  cent  Har¬ 
graves  stake  from  Straits 
Resources,  an  Australian- 
listed  coal  and  copper  group, 
on  condition  that  Straits 
nominees  on  the  Hargraves 
board  retire. 

It  will  also  he  seeking  to 
have  Mike  Prinsloo.  its  own 
chief  executive,  and  chief 
financial  officer  Charles 
Mostert  appointed  to  the 
Hargraves  board. 

The  situation  has  a  further 
dimension  in  that  Cam¬ 
bridge  Consolidated,  an  Aus¬ 
tralian  diamond  explorer, 
recently  acquired  about  19 
per  cent  of  Hargraves.  It  has 
been  suggested  Cambridge 
and  DRD  are  not  unfriendly. 
Last  month  Cambridge 


announced  a  deal  with  a 
British  Virgin  Islands  com¬ 
pany  Lavender  Overseas, 
that  will  see  Cambridge 
accept  JCI  Gold  shares  in 
consideration  for  the  sale  of 
a  51  per  cent  stake  In  its 
diamond  interests. 

The  Emperor  and  Har¬ 
graves  plays  are  part  of  a 
broader  strategy  for  DRD. 


whose  South  African  mines 
produce  about  630J0Q0  ounces 
of  gold  a  year.  DRD  is  chas 
mg  deals  in  Australia  and 
the  Pacific  region  that  would 
have  the  potential  to  give  it 
another  500.000  ounces  of 
annual  production.  Mr  Prins¬ 
loo  says  DRD  hopes  to 
achieve  its  goals  "in  a  short 
period  of  time". 


Matif.  the  Paris  Mures 
exchange,  is  planning,  a 
senes  of  new  oilseed  deriva¬ 
tives  following  the  success  of 
its  European  rapeseed 
futures. 

The  exchange  intends,  to 
launch  a  rapeseed  options 
contract  by  the  end  of  May, 
followed  later  this  year  by 
futures  for  sunflower  seeds, 
rapeseed  meal  and  rapeseed 
on. 

u\Ve  have  been  satisfied 
with  the  development  of  the 
.  rapeseed  futures  contract, 

!  and  market  users  have  been 
acu-ing  us  for  an  options  con¬ 
tract  to  increase  flexibility 
in  the  market,”  Nicolas  Rial- 
land.  Matirs  commodity 
products  manager,  said  yes¬ 
terday. 

The  European  rapeseed 
futures,  launched  five  years 
ago.  are  attracting  average 
daily  volumes  of  between  500 
and  600  contracts,  Mr  Rial- 
land  said.  Their  popularity 
has  risen  in  spite  of  a  bum¬ 
per  global  oilseed  crop, 
which  has  depressed  prices. 

Matirs  rapeseed  futures, 
which  are  denominated  in 
euros,  accumulated  volume 
of  26.145  contracts  in  the 
first  two  months  of  1999 
compared  with  13.113  con¬ 
tracts  during  the  same 
period  last  year,  according 
to  the  Futures  Industry 
Association. 

“Rapeseed  contract '  vol¬ 
umes  were  38  per  cent 
higher  last  year  than  in 
1997."  Mr  Rialland  said. 

The  decision  to  launch 
futures  for  sunflower  seeds, 
rapeseed  meal  and  rapeseed 
oil  was  made  after  Matif  car¬ 
ried  out  a  detailed  study  of 
European  oilseed  products 
last  year.  It  is  still  discuss¬ 
ing  the  specifications  of  the 
contracts,  but  Mr  Rialland 
said  tbe  exchange  hoped  to 
start  trading  during  the  sec¬ 
ond  half  of  this  year. 

“There  is  a  clear  interest 
in  the  cash  market  for  these 
products.”  he  added. 
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pj._‘ 

May 

252.75  +325  251®  247®  7518  15228 

May 

957 

+9 

970 

950  321  478 

Jen 

59550+1525  59.100  57.775  4,464 

11628 

fa 

263®  +1®  264.®  2S8®  19,642  68595 

fa 

995 

-3 

1013 

385  6J15  32569 

fa 

59550+1225  ®®0  56J50  1,557 

7.903 

Sep 

273.75  +150  274®  268®  134 

7.710 

Sep 

1026 

-3 

1041 

1017  672  12556 

Aug 

3.775+0875  59®0  58.9®  893 

7.678 

fate  — 

Doc 

288®  +425  28100  281®  337  20577 

Dec 

1067 

-5 

1083 

10SS  358  7541 

Oct 

55J75+05a  559®  SL375  4 38 

8,699 

Mw 

297®  +3®  298.00  291®  75 

4.319 

Mv 

1110 

-5 

1122 

1112  87  8.707 

Dec 

55.150+0.150  55500  54950  151 

4.764 

/f : 

May 

301®  -  301.®  300.00  1 

21 

May 

1137 

-5 

1150 

1134  101  4521 

Fab 

57.9® +0.1®  58®0  57350  17 

783 

For  solutions  to  today's  crossword  call  0906  843  0060. 

Total 

315381*581 

Total 

tt2E1  68386 

Total 

7523 

49398 

Calls  cost  60p  a  minute. 

■  MAIZE  CS7  g®0  fa  fat  certs66l>  kurifa 

W  COCOA  (ECU)  (SOrs/tama 

■  PORK  BS1SBS  CUE  (40,OOOtK  cenfalat 

ihj 

214.75  -0®  217®  213®  2B.119  49®3 

Apr® 

Price  Prea.  ttay 

May 

58325+2375  58350  58175  942 

1399 

'-  • 

21950  -025  22225  21750  30.720136564 
22525  +025  22725  22450  2568  31.1W 
233-00  +0.75  234.75  231 JB  14,910  9*311 
24250  +1.00  243.75  240.75  593  1M33 

24650  +050  248.00  24550  6  1532 

775*1 : 


■  ■*  :-•) 

■ ,■  -»■ 

V'l 


•=* 


Day -  80459 

■  COTE  UTS  J5  tames  S/tnme) 


824.74 


Mqr 
Total 

■  BARLEY  UE  (100  tomes;  E  pec tnmri 


fa 

Aug 

Sap 

Oct 


1&44 


Oajfa 
prico  ctange 

7133  +052 
18.05  *050  18.10 
17.78  +0.46  17.78 
17.46  *059  1755 
1724  *0.37  1724 
17.03  +035  1753 


Total 

■  CRUDE  OIL  PE  Sfa»n* 


Doan 

Low  Yet  at 

17.94  54560  1706k 
1754  21508  89291 
17.43  11550  49224 
1722  3.469  24.105 
17.®  1.199  24,355 
16®  385  24581 

1025*000,151 


Hey 

re® 

+1® 

75® 

75® 

10 

50 

Sep 

73® 

- 

- 

- 

- 

45 

Nov 

7555 

- 

- 

_ 

- 

517 

Jan 

7755 

- 

- 

_ 

- 

20 

Mar 

7955 

- 

- 

_ 

- 

_ 

Total  10 

■  SOYABEANS  CUT  6®0»j  ftfn;  cenHSOb  tustfa 

832 

May 

Ju! 


ToU 


479®  *150  48050  47425  13,137  27284 
489.75  *2.00  49050  484.®  23.196  64.130 
49225  +1.75  493.75  487.75  1528  17584 
49525  *1.75  49650  49000  502  9.144 

50350  +150  504.00  49850  5580  43511 
513®  « I®  51450  50850  408  2540 

44588  167,842 


May 

1419 

-2 

1425 

1415  4.646  16,464 

fa 

1429 

+15 

1430 

1412  4819  27,135 

Sep 

1441 

+16 

1443 

1420 

762 

9,897 

Hn 

1464 

+14 

1455 

1442 

21 5 

3543 

Jn 

1458 

+14 

- 

-+ 

- 

1,115 

lire 

1463 

+14 

- 

_ 

_ 

202 

Total 

14442  38363 

■  COWS  XT  CSCE  (37,5008s  certa/taft 

May 

100.40 

♦050  102® 

98.75 

313 

2514 

fa 

100.70 

-a®  102® 

9875  4124  25331 

Sfa 

102.50 

+005  103®  1W.90 

674 

0;169 

Dec 

105® 

+055  10580  10150 

316 

4.726 

Mar 

106® 

-  ■ 

107®  10655 

47 

2512 

May 

108® 

+0® 

- 

- 

11 

4H 

fag 

Mi 

Total 


58550  +2.700  59.700  58550  1596 
50375+3500  50375  56500  61 

60975  +0475  68575  68500  1 

2599 


2513 

576 

40 

V* 


CROSSWORD 

No.9.974  Set  by  DARCY 


LONDON  TRADED  OPTIONS 

SH»  price  S  tem  -Crts—  -»> 


SO  7%}  LME 
1250 _ 


1300. 


1350. 


Jin 

—  80 

—  44 

—  19 


Total 

■  C0FT5  SCO)  (US  eents/piMid} 


0486  45544 


■  cora 

(Code  A)  LME 
1550 - 


■  SOYABEAN  0B.  CUT  (800000X7  eenWM 


far®  Aar.  dsy 

Comp,  ttriy - 83.F7  83.88 

IS  day  average _ 84®  8034 


'600 
1650  — 


Jin 
—  45 
..  26 

-.  14 


fa 

Aug 

Sap 

Oct 

Nov 

Tufa 


Spa  Oar's 

price  change  Hltfi  law  Wol 

1625  +045  1032  1550  23576  1022k 


Open 

M 


Spot  15149  3  Mb  12138  6  ME  1 6136  9  MB  15140 


■  W6N  GRADE  COPPER  (COMEX) 


16.01  +0.38  16.07  15.74  14580  58,711 
1552  +034  15®  <5®  4.029  26.094 
1558  +022  15.73  1555  3205  15558 
1558  +031  15®  15®  577  8,191 

15.45  +027  1550  1525  1,724  5310 
Qb  n/a 

■  MATitfl  Oft.  WTMEX  |42JKB  US  gala;  cAB  (pfc) 
Latest  Day's 

price  donga  Hgti  Lon 
43®  +075  44.10  43®  12416  10556 
4420  +079  44.45  43. «  11583  3951 S 

44.65  +084  44®  44®  3,190  7?  IPO 
4515  +079  452S  44®  1.061  10753 
4555  +079  4555  45®  946  10238 

46®  +0.74  4055  4040  1,022  OMB 
3150*178,174 


■  *MTE  SUGAfl  Ufff  CO  tonnes:  S/lonnej 

fanr 

19® 

-0.15 

19® 

19®  9524  1 4,405 

fa 

1934 

-054 

20.03 

19.40  15654  52.718 

Aug 

1613 

*2.5 

1614 

1585  1532  28,728 

fag 

19.75 

-058 

2010 

19®  073  iai32 

Oct 

165.6 

+15 

1855 

1615  SO?  11.760 

Sep 

19® 

-057 

2055 

1957  237  8,129 

Dec 

1679 

+05 

1675 

1655  176  5.792 

Oct 

(998 

-0.30 

ZDJ5 

10®  126  6502 

Mar 

17SJ 

+06 

1745 

1715  225  3513 

OK 

2055 

-057 

20® 

2003  1511  26559 

May 

1803 

+15 

- 

-  -  1®8 

Total 

25J10  13S.74B 

Aag 

1844 

*14 

- 

-  m 

■  SOYABEAN  MEAL  CBT  (1®  tuns  S/toft 

Total 

2JM8  49540 

■  COtTS  LEE  May 

14® - 77 

1450  -  52 

1500  -  35 

■  COCOA  UFt  Jul 


675... 

TOO- 

725 


Open 

M 


M*r 


Am 

Sap 

(W 

Total 


■  GAS  06.  PE  (Stamp} 


m  SUMA*11'  CSCE(112500Bs  CErts/IW 

May 

130.7 

+1.8 

1307 

1285  10,478  20674 

— 

Joi 

1325 

+15 

132.7 

1315 

B,35B  40541 

May 

458 

-014 

4.70 

45316.059  114® 

fag 

1317 

+15 

1318 

132.5 

9®  12515 

fa 

4® 

-O® 

451 

19311036  97586 

Sap 

135  O 

+1.4 

!®D 

1335 

242 

9X3 

Oct 

4® 

-OJB 

454 

4.45  1464  49  685 

Oct 

1®0 

+1.0 

1365 

1355 

163 

5.7® 

Har 

5.10 

-Oil 

519 

55B  1,415  25.D42 

Dec 

1395 

+15 

1308 

1385 

1.810 

18,173 

May 

558 

-007 

5® 

556  143  4,130 

Tetri 

23,129  199521 

fa 

541 

-007 

S47 

5.40  39  2,617 

■  POTATOES  UFFE  (20  Ureas; 

Epertomri 

Total 

34557195577 

■  COTTON  NYCE  CSOMOtas.  anWfcy 

May 

— 

— 

— 

— 

Jm 

170.0 

_ 

_ 

_ 

_ 

_ 

ttay 

6050 

+1/42 

HI® 

5855  446  672 

Nov 

750 

_ 

- 

_ 

3 

fa 

5956 

- 

61.40 

59®  1407  31.204 

Mre 

900 

+05 

- 

_ 

- 

_ 

Oct 

6045 

- 

61® 

6035  35  2569 

Apr 

10ZJJ 

+25 

1035 

1005 

53 

378 

Dec 

6015 

- 

60® 

59®  1.033  19.733 

Total 

53 

425 

Mar 

6159 

- 

61.45 

61®  64  1596 

1590  — 
IBM  — 


1850. 


31 

21 

Jin 


28 


Sep 

Jui 

Sep 

109 

6 

20 

76 

19 

37 

50 

45 

60 

SBp 

Jun 

Sep 

08 

51 

78 

75 

81 

104 

57 

119 

134 

fa 

May 

fa 

134 

48 

93 

ffl 

73 

120 

92 

1® 

151 

Sep 

fa 

Sep 

67 

- 

21 

52 

31 

31 

40 

46 

44 

fa 

Jm 

fa 

_ 

. 

LONDON  SPOT  MARKETS 

■  CRUDE  Ot.  FOB  (par  brerri) 


+«- 


Apr 

May 


Jul 

Aag 


Total 


Sett  Day's 
prico  Manga  Mgh 

89.70  +020  7035 
69.90  +030  7065 
70®  +0®  71.00 
7090  +0®  71® 
71®  +035  71.75 

71.70  +035  7220 


Opes 

Un*  Voi  Jnt 
69®  147  249 

9940  6.481  122® 
70®  203  2,589 

7025  10,157  37,750 
7105  84  1®5 

71.10  798  BJJ77 

18,148  75224 


PRECIOUS  METALS 

■  LQHMM  Baum  UAAHET 

(Prices  Hffifed  by  N  M  Mtecfafcft 


GokffTroy  oj) 
fllHI 

Opening 
Morning  foe 


Day’s  Ugh 
Day's  Low 
Prartus  don 

fyn  I  rfn  Uqj 

1  mwah  — — 

2  imnSH _ 

3  months  .. 

Sterna 

Spot 


S  price 
aBjQMBM 

E  aquw 

SFr  equW 

282® 

174.73 

284.74 

28100 

174.86 

265.11 

281.70-28250 

Sen  Bay's 

Open 

price  change  Lew 

Wet  M 

Way 

131.75  +3J30  132®  13055 

7,828  35.016 

JW 

133®  +3®  134®  131.75 

7,056  27519 

JM 

13555  +3®  135®  13125 

1,581  14,035 

«*c 

1X.90  +3®  13675  134  75 

616  8,111 

tep 

13855  +3®  138®  137® 

150  7JJ9S 

Oct 

140®  +1®  130.75  130® 

97  4.137 

Inal 

Z1®21 47,764 

■  HATUML  GAS  BE  (1,000  BrinB  pe«e  pw  Iten) 

*by 

0320  +0070  HSM  9570 

220  1.1® 

Jm 

4570+0010  4570  9570 

25  1J615 

Total 

ate  a/a 

■  NATURAL  HAS  ftflex  OOOQO  mnCDL:  StosBfeO 

latest  Bay's 

Open 

pice  ctagg  Hgb  Um 

w  tet 

■  RtBGHT  ffitfTEO  Iffi  (StOArate  Drift) 


Wal  $1081-088  +0.49 

teert  Bk®  u« eft  51624-828  +957 

Brad  Band  (Juft  SI 626-620  +040 

11.71  61827.8231  +<L52 

■  OB.  PRODUCTS  NWEpnwipC  dot  my  OF  (tonne) 


May 

Total 


81.78 


1020 

inm 

+20 

1020 

1075 

990 

1015 

lAAfi 

36 

ill 

040 

S4*i 

■  ORANGE  JURE  KYCE  (11000(6;  catetoft 

IUW 

985 

+  ■« 

*20 

ilnu 

37i 

■  ii 

15 

W^a. 

15 

Xley 

8145 

+(115 

84® 

82®  2241 

SL533 

930 

+10 

930 

930 

11 

599 

fa 

8350 

-0.10 

8195 

82®  2jm  11314 

1045 

+35 

- 

_ 

456 

8ep 

33.65 

+025 

84® 

81®  453 

18S7 

172 

2,811 

Noe 

84® 

♦015 

84  £5 

8175  154 

1451 

fioftf  Landtag  Rates  (Vs  I 

_ 4®  6  onftto  „„ 

- 4.30  12  merits  _ 


May 

fat 

fa 

a*R 

Oct 

Total 


2235+0004  2255 
2246+0003  2270 
22® +0005  2275 
2370+0205  2285 
2275  +0208  2390 
2293+02®  2410 


-425 


2215  64®8  23296 
2230  31.485  67,958 
2245  8,1®  28206 
2255  3,508  20,043 
2350  4274  23472 
22®  3211  17209 
123243837,718 


Apr 

May 


Oft 
TOM 

Close  Prw 
BR  1JB9  895 

PULP  AND  PAPER 

■  tUPB0m(USSZ4WdiytaB) _ 

Sett  Day*  open 

price  donga  fa  ha  VH  i 
faa  469®  -220  469lQQ  469.M  3  537 

Sep  487.®  -2®  -  -  -  177 

Tnfa  14  734 

FUTURES  DATA 

MtaassaansepMtrae. 


2  1.420 
BJK9  SIMS 


Jan  8525  +0®  8520  6520  21  2265 

Mar  0920  *0  65  -  -  103  432 

ToW  5,649  31,404 


VOLUME  BATA 

Opa  Uaeal  ad  Vftana  daa  stow  for  urtijctt 
traded  on  COICX.  NYMEX,  C8T,  NYCE,  CUE.  CSCE 
and  IFE  Crude  H  an  one  fey  n  areas.  Vokrw  g 
Open  rises!  ttts  are  for  el  traded  monte. 


INDICES 

■  Raotn  iBask  I8«31  =  100) 


225 


1  a 

2  ratfUJa _ 

3  rarits  _ _ 

fiuUCnks 
Krugerrand 
New  Sovereign 


_ 420 

Ptoy  oz.  us  ds  equ»». 

321®  520  SO 

Hates 

—2.75  6  inofttH  75 

2.45  12  raonttB _ _ _ 0.75 


.2.15 
S  p*e 
285-Z89 
67-71 


£  eqrir. 
176-179 
41-44 


■  nafTO)  fiASOUHE 

HVMB(42.QMUSg^0U5ffte) 


fa 

Ang 

Sfa 

Oct 

ToU 


“a/s  Open 

price  dranga  fa  ter  IM  kt 

53.70  +T.T0  54®  S3®  20944  18,350 
54®  +121  5445  5325  17267  40244 
54®  +1.18  54.15  S315  4260  2fi®3 
5340  +098  53®  52®  1.194  8®B 
52®  +1®  52®  5220  3®  5290 
50®  +0®  -  102  1082 

44.1021 0B®8 


Nuts  and  seeds  Prices  from  Kama® 

London  $  par  m/t  Iranian  pWarfate 
firmed  141  as  tergeet  suppSer  RPPC  with¬ 
draws  from  me  market.  Second  hand 
prices  for  28730  variety  at  $2*00  FOT 
Europe.  TuritWl  l»zeknits  13/16,  crop 
1998  at  54,300  CFR  MB3.  Indian  enhew* 
market  easier  than  last  week  duo  to  arrival 
ot  raw  material.  Market  price  around 
S7.000  CFR  MS3-  US  shnonris  standard 
514.  OMadt  to  abtan  a  price.  ftvScaBon  at 
S2.800  FOT  Hamburg.  Pianpkfri  seeds 
RuaBtan/Ukraraan  sndw  white  at  S2.700 
CHI  MEP,  cajandty  9mHod.  Chinese  sndw 
««e  grade  A  seeds  up  sS  gritty  to  $1,550 
GfB-MEP.  gate  M  a  kjqw, _ 


Apr® 

nfo 


Apr  27 

13254 


onA  un 

1346.7 


iwr  w 

1632.4 


■  OB  Pnfares  (Sae:  1967  e  700? 


Apr  27  Apr  2B  tecetb 

mm  las® 

M  65Q  Spot  (Bara:  1970  -  10C) 

■BO 

year  aga 

Apr  27 

Are  25  no 

■DO 

yes  ago 

15757 

156.73  152® 

16433 

LME  MABMMC  STOCKS  (teneeft 

MBMum 

-925 

to 

786575 

Aksnrain  Ay 

-60 

to 

54JBQ 

Cower 

•are 

b 

744300 

LBX 

+500 

to 

IC6JM0 

HM 

-42 

to 

ZK 

-800 

to 

311000 

m 

+35 

to 

IO0tO 

Utfeatfed  63some  t 

SI  72-174 

+5 

as  ta 

SI  32-133 

+4 

Heavy  Fuel  M 

S73-75 

+1 

Hwans 

S147-149 

+65 

fa  tori 

SI  59-161 

-I 

DM 

SI 43-744 

+05 

■  NATURAL  BAS  (Perce/tew) 

Bacon  (May) 

9J/M55 

+406 

Aweten  Afpre  Tri  ifabg  101711  33»  8792 

■  area 

8oa  (pre  fray  ed* 

S281S 

Stew  (per  tray  ozji 

509.  re 

naftun  (pr  tray  oz.) 

flam 

+1® 

Paifaun  (pre  frny  ai4 

S33U0 

-17® 

Cegpr 

re® 

Lfled  (US  prodj 

*5®c 

Tte  Kuala  Luapor) 

2041r 

+006 

T>i  (New  Tort) 

2575 

Caffia  (he  nriftft 

91  Xp 

-0.70’ 

S*e{,  9k  sW 

107500 

+5.75* 

PIjb  (tee  iftW 

6192p 

-403* 

Lon.  (toy  auger  prea) 

S' 3170 

Loo,  (by  sugar  (Waj 

SI  73® 

-3® 

Batey  (Eng-  kw9 

Unq 

Mala  (US  N03  YAM) 

£95.® 

Ntas  (US  Dark  Nem 

£1 2050 

FUte-IMaytfP 

4255p 

-0® 

FteUser  ponjy 

4255p 

•(150 

FWtor  81 RSS  Nol) 

ZZZMm 

-iso 

Caconfl  0B  (PM)§ 

■no 

+10D 

Para  01  WS1& 

490  fly 

+100 

Qfora  (WDl 

5I5.0Z 

SCyaSsans  (US1 

13B.0y 

QXDe  (MbA/A'Mex 

58.45 

WfooHsps  (6*5  Sup® 

30Bp 

{  pOffifa  t  CMrifa  j  | 


£  ter  km  OBS  t _ 

*  **■  dBe-  ■  Ctente  B"  lEa 

te  1  MM  Grata  teriod  faefew  w  Haa  m 
Dte  Mt 


ACROSS 

1  Marvellous  direction  char¬ 
acteristic  of  many  SF  mov¬ 
ies?  (3,2, 4,5) 

10  Interest  rate  in  Channel 
islands  -  and  one  in  the 
Med  (5) 

11  Patriarchy  possibly  quoted 
reason  to  deliver  the 
goods?  (4.5) 

12  Flood  with  nonsense  about 
accommodation  charge  (7) 

13  Given  specific  stars  like 
Shakespeare?  17) 

14  Categorise  some  students 
151 

16  Indian  warrior  bides  in 

_ a  Astern  -  a  good  idea!  (9) 

15  One  may  not  buUd  on  this 
judo  qualification  15.4) 

20  European  runner  has  to 
stay  close  behind  Ameri¬ 
can  (5) 

22  Pulling  up.  after  first 
chance  to  buy  something? 

25  Using  separate  units  terri- 
ataut0,"?-  dflmase  rames 

27  s?»bie  wheels. ta  lhe 

28  Yawning,  shown  silver 

copy  (5)  er 

29  Assume  neglect  f4,3  7) 

.  DOWN 

2  It’s  initially  printed  in 
proper  circumstances  i5,-ti 

3  Where  winter  Olympics  fig. 

ures  may  be  seen  is  pend¬ 
ing  (2^3)  ^na 

4TS^U£\putr,ut  board's 
schedule  (9) 

5  One  point  in  which 
appear  a  foal  (51 


b  Where  clues  appear  thin. 
and  wound  must  be  reas¬ 
sessed?  (9) 

7  Almost  get  clear  at  first,  in 
high  part  of  mountain 
range  (5) 

8  Madden  enraged  eccentric 
(7) 

9  Nervous  response  after 

i «  “Pfrt’s  kind  of  acid  (6) 

is  Lack  mg  projections  avail- 
able  for  print-out?  14-5) 

17  change  round  occasion 
that  shows  how  high  you 
are!  (9) 

18  Clean  a  keg,  after  scrub¬ 
bing  something  out  of  tbe 
oven?  (5,4; 

19  Item  of  clothing  worn  by 
toff?  <7) 

21  Inspection  by  US  set  np 
very  badly  (7) 

23  Small  spot  given  in  film, 
after  change  of  heart  15) 

-4  Royals  had  up  for  drink! 
(5) 

26  Maybe  the  tube  is  empty  (5) 
Solution  9,973 
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LONDON  STOCK  EXCHANGE . . 

Takeover  talk  propels  FTSE  radices  to  record  levels 


FlSEA&Smiiintta 


MARKET  REPOffT 


By  stew  Thompson. 

UK  Stock  Market  Editor  _ 

For  much  of  yesterday.  It 

looked  as  if  the  stock  market 

party  had  fizzled  out  for  the 
time  being.  .  . 

The  two  main  market  indi¬ 
ces.  the  FTSE  100  and  All- 
Share.  spent  most  of  the 
morning  period  marginally 
easier,  while  the  250  and. 
SraallCap  were  only  able  to 
post  modest  gains. 

But  the  market  picture 
y/zs  transformed  in  the  after¬ 
noon,  when  hints  of  more 
takeover  activity  -  subse- 

Unigate 
rises  on 
bid  win 

COMPANIES.  REPORT . 

By  Joel  Klbazo,  Peter  John 
and  Martin  Brice 

Food  and  distribution  group 
Unigate’s  battle  to  secure 
control  of  Terranova  Foods 
appeared  to  be  all  but  over 
until  the  former  raised  its 
offer  and  said  one  of  the  lat¬ 
ter’s  largest  shareholders 
would  be  accepting  the 
increased  offer. 

“It  looks  like  its  all  over 
for  Terranova,''  said  one  sec¬ 
tor  specialist. 

The  new  offer  valuing  Ter¬ 
ranova  at  £274m.  emerged  in 
the  last  hour  of  the  session 
ami  coincided  with  a  market 
raid  by  parties  acting  for 
Unigate  that  sent  turnover 
soaring.  By  the  close,  vol¬ 
ume  had  risen  to  a  hefty 
53m.  making  it  by  far  the 
busiest  stock  of  the  day. 
Arbitrage  trading  was  also 
said  to  have  made  a  signifi¬ 
cant  contribution. 

The  shares  hardened  914  to 
MSVkp  while  those  of  Unigate 
improved  13  to  438ftp. 

Unigate  said  Phillips  & 
Drew  Fuad  Management  had 
pledged  its  13.1  per  cent 
holding  in  Terranova  to  the 
food  and  distribution  group. 

“Unigate  shares  have  gone 
up  because  it  looks  like  the 
company  can  do  this  deal  at 
a  value-enhancing  price." 
Prudential  was  the  best 


quently  confirmed  when 
Unigate  upped  its  bid  for 
Terranova  -  and  a  good  rally 
on  Wall  Street  brought  the 
buyers  back,  albeit  more  ten¬ 
tatively  than  of  late. 

There  remain  strong 
expectations  that  more  bids 
are  imminent,  particularly 
in  the  consumer  areas  and  in 
the  leisure  and  retail  arenas, 
as  the  spate  of  bids  in  the 
smaller  companies'  stocks 
continued  apace  with  no 
fewer  than  five  actual  bids 
or  approaches  being  made. 

By  the  end  of  a  session 
described  by  one  salesman 
as  “disappointing  in  perfor¬ 
mance  but  not  by  volume". 


performer  in  the  FTSE  100 
after  the  insurance  group 
said  it  would  restrict  applica¬ 
tions  for  its  Egg  banking 
products  to  the  internet. 

Analysts  said  the  move 
showed  Prudential  was 
focusing  on  building  a 
strong,  low-cost  internet 
banking  presence  that  could 
offset  some  of  Egg’s  large 
start-up  losses. 

Prudential  said  Egg.  the 
direct  operation  launched 
last  October,  had  reached  its 
initial  five-year  target  of 
attracting  savings  of  £5bn 
and  500.000  customers. 

Egg  would  now  move  to 
phase  two  of  its  plan  and 
reinforce  its  emphasis  on 


FT  30  INDEX 


the  FTSE  100  had  sneaked 
ahead  to  dose  at  another 
record,  finishing  5-2  firmer 
at  6,598.$.  But  the  Index 
never  looked  likely  to  chal¬ 
lenge  its  intraday  peak  - 
Tuesday's  6JBQ5& 

The  same  was  true  for  the 
All-Share,  which,  although 
orating  the  day  2-63  ahead  at 
a  record  close  of  3,041.84. 
was  a  long  way  from  its 
intraday  peak  of  3,055.08  also 
reached  on  Tuesday. 

There  was  more  consis¬ 
tency  from  the  market’s  mid 
and  small-cap  stocks,  which 
managed  to  cling  to  minor 
gains  during  the  difficult 
morning  period  and  con¬ 


e-commerce  by  switching  to 
internet-only  applications  for 
Egg  Savings  Account.  The 
shares  rose  50  to  919'Ap. 

Cautious  comments  over 
margins  (q  the  racing  sector 
sent  hotels  and  gaming  com¬ 
pany  Ladbroke  Group  tum¬ 
bling  la’.i  or  nearly  6  per 
cent  to  293Vjp. 

The  comments  came  from 
Stanley  Leisure  as  part  of  its 
offer  document  to  Capital 
Corporation. 

In  an  accompanying  trad¬ 
ing  update,  Stanley  said 
margins  in  the  casino  divi¬ 
sion  were  running  at  expec¬ 
ted  levels  but  those  in  the 
radng  division  remained 
below  normal. 


struct  useful  rises  by  the 
close.  The  FTSE  250  ended  a 
net  5.0  ahead  at  5,813.7.  alter 
a  session  high  of  5,818.7, 
while  the  SmallCap  gradu¬ 
ally  progressed  to  close  at 
the  day’s  high  of  2*5483. 

The  market's  initial  reluc¬ 
tance  to  take  its  recent 
upsurge  a  stage  further 
stemmed  from  conflicting 
signals  from  Wall  Street  and 
a  sluggish  showing  by  the 
loading  Asian  markets  early 
yesterday. 

On  Tuesday  night.  Wall 
Street's  benchmark  index, 
the  Dow  Jones  Industrial 
Average,  gave  another 
impressive  display,  posting 


another  three-figure  advance 
to  a  record  10,831  and 
looking  set  to  launch  a  chal¬ 
lenge  on  the  next  significant 
level,  11,000.  The  SAP  500 
also  hit  a  record  high. 

On  the  other  band,  the 
Nasdaq  composite,  which 
represents  many  of  the 
recent  market  favourites  in 
the  high-tech  and  internet 
stocks,  closed  almost  2  per 
cent  lower  -  a  decline  that 
caught  the  eye  of  London 
and  European  dealers. 

The  FTSE  100  was  under¬ 
pinned  by  another  powerful 
performance  by  the  market's 
two  significant  oil  groups, 
BP  Amoco  and  Shell. 


Best  and  worst  performing  FTSE  sectors  . 
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But  the  company,  which 
last  month  warned  current 
year  profits  would  be  below 
market  expectations,  said  it 
expected  to  report  profits  of 
£23m  alter  £23 .93m  last  time 
for  the  year  to  the  end  of 
May. 

Stanley  Leisure  also  came 
under  pressure  that  left  the 
shares  5ft  lighter  at  248ftp. 
Capital  Corporation  was 
unchanged  at  82ftp. 

Scottish  &  Southern 
Energy  were  marked  up  8  to 
573p  as  CSFB  initiated  cover¬ 
age  of  the  stock  with  a  “buy" 
recommendation.  The  broker 
said:  “Our  central  case  valu¬ 
ation  analysis  indicates  a 
fair  price  of  682p  or  21  per 
cent  upside  an  the  current 
share  price.  A  more  efficient 
capital  structure  and  more 
aggressive  cost  reduction 
would  push  our  valuation 
above  730p." 

National  Power  rose  15  to 
496%p  after  the  resignation 
of  Keith  Henry,  chief  execu¬ 
tive,  was  interpreted  as  pos¬ 
sibly  clearing  the  way  for  a 
bid  or  break-up  of  the  group. 

Analysts  said  in  the  case 
of  a  break-up  the  sum  of  the 
parts  would  be  worth  more 
than  the  current  share  price. 

Housebuilders  and  con¬ 


struction  stocks  continued 
their  rehabilitation  as  state¬ 
ments  from  both  HaUfav  and 
Northern  Rock  underlined 
the  improvement  in  con¬ 
sumer  sentiment  in  the 
housing  market 

Building  merchants  are 
often  sought  by  investors 
seeking  broader  exposure 
than  that  offered  by  individ¬ 
ual  housebuilders,  and  Cara- 
don  saw  32m  dealt  as  it 
gained  10%  to  157%p. 

Travis  Perkins  underlined 
the  process  of  consolidation 
among  builders’  merchants 
as  it  said  it  was  to  pay  CRH 
£181.5m  for  a  subsidiary. 
Travis  Perkins  rose  15%  to 
606%p. 

Happy  housebuilding 

Persimmon  said  sales  were 
running  at  10  par  cent  ahead 
of  last  year  and  demand  was 
strong  in  all  regions.  It 
advanced  2V.  to  254ftp.  The 
positive  sentiment  was 
enjoyed  by  others  In  the 
housebuilding  sector,  with 
Bellway  op  13%  to  40ip. 

RentokO  Initial  was  up 
10V.  at  379Vip  hut  the  bears 
have  been  in  charge  at  the 
support  services  group  since 
the  beginning  of  the  year. 

The  company  was  a 
favourite  with  investors  as  it 
achieved  its  self-imposed  tar¬ 
get  of  20  per  emit  enmingB 
growth  year  after  year.  But 
difficulties  in  achieving  that, 
combined  with  concern  over 
the  long-term  future  after  Sir 
Clive  Thompson  steps  down, 
have  led  to  underperfonn- 
ance  in  recent  weeks. 


‘  Financials  moved  back  to 
the  fop  of  the  buyers’  lists 
yesterday,  with  Prudential 
and  Sun  life  occupying  the 
top  two  positions  in  the 
FTSE  100. 

Independent  Insurance 
took  the  second  position  m 
the  FTSE  SO.  It  followed  the 
revived  Arcadia  Group, 
whose  trading  update  reas¬ 
sured  investors. 

On  the  downside,  there 
was  gloom  among  the  book¬ 
making  stocks  with  a  Stan¬ 
ley  Leisure  profit  warning 
taking  the  wind  out  of  Lad- 
broke’s  sails.  •  ■ 

Turnover  in  equities  was 
lJftm  shares. 


The  shares  have  risen 
from  just  over  loop  four 
years  ago  to  exceed  450p  last 

year  but  have  underper¬ 
formed  toe  Footsie  by  30  per 

refit  fdnte  mfrf-Jamtary. 

The  acquisition  ‘  by  TI 
Group  of  Walbro  Corp  of  the 
US  raised  the  Issue  of  a 
potential  transfer  from  the 
engineering  sector  to  auto¬ 
mobiles.  The  deal  allows  it 
to  form  an  automotive 
systems  ,  group,  which  would 
have  sales  of  |2bn  a  year.  TT 
dosed  off  11  at  484p. 

BP  Amoco  gained  36%  to 
£11.60  after  stronger  crude 
prices  pushed  oil  stocks 
higher  on  Wan  Street  over¬ 
night.  Credit  Suisse  First 
Boston  revised  its  oil  price 
forecast  up  by  $L20  to  <14.45 
and,  as  a  result,  increased  tts 
earnings  estimates  for  the 
Integrated  and  exploration 
ami  production  stocks. 

Standard  Chartered, 
which  announced  it  was 
acquiring  a  controlling  stake 
in  Thailand’s  Nakomthon 
Bank,  lifted  32ft  to  £1L1& 

BSkyB  dipped  29ft  to  550p 
as  the  market  registered  its 
disappointment  over  toe  res-' 
ignation  oC  chief  executive 
Mark  Booth.  Lehman 
Brothers  reiterated  its 
“underperform"  stance. 

-  A  profit  warning  from 
Aim-traded  pawnbroker 
Albemarle  ABond  after  the 
market  had  closed  came  too. 
late  to  affect  the  stock  badly, 
which  closed  down  2  at  56p. 
It  Mwniwi  an  inffMgfl  in  the 
number  of  providers  of  third- 
party  Cheque-cashing  ser¬ 
vices  and  pay  day  loans. 

William.  Baird,  the  textiles 
group  that  recently  bought 
Lowe  Alpine,  the  outdoor 
clothing  maker,  said  its 
Marks  Spencer  business 
was  suffering  volume,  and. 
margin  pressures.  The  dock 
was  off  7  at  USftp. 

Retailer.  .  Kingfisher 
extended  Tuesday’s  strong- 
performance,  gaining  39%  to 
921  ftp  as  the  market  wel¬ 
comed  its  pan-European 
joint  venture  internet  ser¬ 
vice  announced  on  Tuesday. 
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STOCKS®  MARKETS 


Asia  and  Europe  lag  in  Wall  Street’s  wake  warms 


WORtDOVSl VIEW . . 

Equity  markets  in  Asia  and 
Europe  bad  a  distinct  feel  of 
the  morning  after  the  night- 
before  in  the  wake  of  the 
celebrations  that  followed 
Wall  Street’s  overnight  rise 
to  its  17th  record  dose  since 
the  latest  foray  into 

uncharted  territory  began  on 

March  5,  writes  Michael 
Morgan. 

Asian  markets  mostly  con¬ 
solidated  some  of  their 


recent  heady  gains  as  sharp 
swings  in  the  dollar-yen  rate 
prompted  profit-taking. 

Part  of  Hong  Kong’s  slide 
was  down  to  speculation 
that  Morgan  Stanley  Capital 
International  planned  to 
change  weightings  in  its 
regional  indices,  a  rumour 
denied  by  the  US  group. 

It  had  been  suggested  that 
Taiwan  was  to  be  given 
increased  weighting  in  the 
MSCI  Far  East  ex-Japan 
index,  which  would  had  led 


to  a  decrease  In  Hong  Kong’s 
weighting. 

The  day  also  saw  a  warn¬ 
ing  from  Gary  Cotill,  chair¬ 
man  of  CLSA  Global  Emerg¬ 
ing  Markets,  that  stock 
market  rattles  in  Asia  risked 
channelling  money  to  undes¬ 
erving  groups.  This  would 
effectively  endorse  the  bad 
management  practices  that 
equity  markets  had  pun¬ 
ished  in  recent  years. 

Mr  Coull  said  regional 
markets  were  running  ahead 


of  economic  recovery  as 
equity  inflows,  estimated  at 
between  $70bn-$100bn  for  the 
past  three  or  four  months, 
poured  in. 

hi  Europe,  equity  markets 
were  put  on  hold  after  their 
recent  strong  run.  Technol¬ 
ogy  stocks  in  particular  ran 
out  of  steam,  mimicking  the 
Nasdaq's  Overnight  pull-back 
from  Monday’s  record  dose. 

In  Frankfurt,  automotive 
stocks  ran  out  of  road. 
Volkswagen  was  a  particu¬ 


larly  sharp  loser  after  first- 
quarter  results  came  in 
unexpectedly  weak.  In  an 
easier  Paris,  retail  and  con¬ 
sumer  stocks  saved  the  day, 
boosted  by  strong  March 
consumer  spending. 

The  outlook  for  merger 
and  acquisition  activity,  a 
strong  driver  in  European 
markets  this  year,  remained 
under  scrutiny. 

A  study  by  Dresdner 
Kleinwort  Benson  said  the 
forces  driving  the  recent 


increase  in  M&A  ensured 
that  the  flow  of  deals  should 
continue. 

The  analysis,  which 
included  comparisons  with 
US  Industrial  structure,  con¬ 
cluded  that  sector  perfor¬ 
mance  should  benefit  where 
the  restructuring  was  in  the 
auto,  banking,  electrical,  lei¬ 
sure  and  media  sectors. 

By  contras*,  there  seemed 
Jess  justification  for  deals  in 
the  oil,  foods  and  support 
services  sectors. 


to  share  sales 


Computer-led 
sell-off  slows 
US  equities 


Bourses  on  hold  as  techs  slip 


A  raft  of  privatisations  and 
new  listings  has  ignited  pop¬ 
ular  interest  in  the  previ¬ 
ously  sleepy  Icelandic  stock 
market  with  turnover  levels 
more  than  trebling  in  the 
first  quarter. 

By  the  dose  of  trade  on 
Tuesday  the  turnover  this 

year  bad  reached  $488m  after 

gggpm  |q  yie  whole  of  1308.  a 
record  year  for  the 


ICEXJB  Stow  bde* 


/UffiEFUCAS . . . 

Stocks  stayed  mixed  on  Wall 
Street  as  renewed  midday 
selling  in  computer- related 
shares  slowed  the  pace  of 
buying  in  the  broader  mar¬ 
ket,  writes  John  Labate  in 
New  York. 

The  Dow  Jones  Industrial 
Average  gained  3150  by 
early  afternoon  to  10,863.21, 
helped  by  a  5.7  per  cent  rise 
in  Alcoa  to  $5812.  In  contrast, 
DuPont  climbed  $2%  or  more 
than  4  per  cent  to  572  after 
the  company's  board 
approved  splitting  off  its 
Conoco  holding. 

A  morning  rise  in  oil 
prices  helped  to  sent  petro¬ 
leum  producers  higher,  with 
Chevron  up  $3%  to 
Financial  shares  were 
mostly  lower,  with  American 
Express  off  $4&  to  $134&. 

The  broader  market  was 
mare  mixed,  with  the  Stan¬ 
dard  &  Poor's  500  index 
down  2.23  at  1,360.57.  US 
Treasury  prices  pulled  back 
after  the  release  of  a  strong 
durable  goods  report.  By 
midday  the  long  bond  was 
off  A  to  95&,  yielding  5.580 
per  cent 

Shares  of  McKesson 
HBOC,  the  healthcare  infor¬ 
mation  company,  nearly 
halved,  trading  at  $33ft  after 
the  company  said  it  would 
have  to  restate  earnings  and 
revenue  figures  for  its  fourth 
quarter. 

Weakness  in  technology 
shares  sent  the  Nasdaq  com¬ 
posite  down  21.49.  a  loss  of 
0.83  per  cent  to  2,580.92. 

Much  of  the  tech  selling 
was  centred  around  earnings 
announcements.  After 
reporting  a  threefold  rise  in 
operating  earnings  America 
Online  eased  $5%  to  $149$. 
Similarly,  internet  service 


provider  Mindspring  tum¬ 
bled  $10$  or  more  than  8  per 
cent  to  $106K  one  day  after 
it  reported  quarterly  results. 

Shares  of  Amazon.com, 
the  online  bookseller,  slid  4 
per  cent  or  $8$  to  $197$ 
ahead  of  tbe  company's 
earnings  results  expected 
after  market  close. 

Aetna  surged  8.7  per  cent 
or  $716  higher  to  $88%  after 
reporting  strong  quarterly 
results. 

Razorflsh  surged  a  further 
$14g  to  $48$  one  day  after 
its  debut  The  shares  flota¬ 
tion  price  was  $16. 

TORONTO  was  higher  at 
midsession,  led  by  rising 
mining  and  forestry  shares. 
High-tech  stocks  and  hanks 
pulled  back.  The  TSE-300 
composite  index  was  28.81 
higher  at  7,092.10  in  heavy 
volume  of  76.6m  shares. 

Half  of  the  market’s  14 
sub-indices  opened  higher, 
led  by  a  2  per  cent  rise  in  the 
gold  and  precious  minerals 
group  and  a  1  per  cent  rise 
in  base  metals. 

Gold  rallied  as  Michel 
Camdessus,  Internationa] 
Monetary  Fund  managing 
director,  said  gold  sales  to 
fund  debt  relief  for  poor 
countries  would  be  orderly 
and  prudent  and  avoid  dis¬ 
rupting  the  market  Analysts 
noted  that  news  of  the  IMF 
planning  to  sett  some  gold 
reserves  had  unsettled  inves¬ 
tors  and  sent  the  bullion 
price  lower. 

Among  golds.  Placer  Dome 
put  on  35  cents  to  C$20.20 
while  Teck  was  up  80  cents 
to  C$1235. 

Among  metals,  Alcan  Alu¬ 
minium  was  C$1.30  higher  at 
C$4480  and  nickel  producer 
Inco  put  on  80  cents  to 
C$26.15  in  spite  of  reporting 
its  third  quarterly  loss. 


Sao  Paulo  hopeful  on 
outcome  of  bank  probe 


SAO  PAULO  was  cautiously 
optimistic  as  investors 
thought  a  senate  investiga¬ 
tion  into  a  currency  market 
scandal  involving  the  former 
central  bank  chief  would  not 
affect  the  country's  eco¬ 
nomic  recovery. 

The  Bo  vespa  index  was  142 
or  1.3  per  cent  higher  to 
11,027  at  midsession,  lifted 
by  a  fresh  rise  in  telecommu¬ 
nication,  oil,  and  electricity 
stocks. 

MEXICO  CITY  was  little 


EUROPE _ 

European  markets  closed 
mostly  lower,  marking  time 
after  their  healthy  rises  on 
Tuesday. 

Tbe  sharpest  loser  was 
Helsinki,  succumbing,  as 
usual,  to  a  bout  of  weakness 
in  Nokia.  Copenhagen  was  a 
notable  exception,  rising  1.7 
per  cent,  helped  by  domestic 
merger  and  acquisition 
activity.  Information  tech¬ 
nology  stocks  were  weak, 
with  the  sub-index  losing  25 
per  cent  on  the  day. 

The  FTSE  Eurobloc  100 
index,  which  covers  leading 
companies  in  the  euro-zone, 
closed  3.68  or  05  per  cent 
lower  to  1,080.02.  Tbe  FTSE 
Eurotop  100,  covering  coun¬ 
tries  inside  and  outside  of 
monetary  union  slid  0.10  to 
3,063.98  while  the  broader 
FTSE  Eurotop  300  settled 
0.67  lower  to  132753. 

FRANKFURT  edged  lower, 
giving  up  1259  at  5352.72  on 
the  Xetra  Dax  index  after  a 
two-day  gain  of  177  points. 

Motors  were  the  main 
downside  driver  with  Volks¬ 
wagen  and  DaimlerChrysler 
coming  in  for  heavy  selling 
after  poor  results. 

VW  dominated  trading, 
hurtling  lower  in  the  wake 
of  weak  first-quarter  earn¬ 
ings  .  These  came  in  at 
€355m,  well  short  of  the 
€400m  most  brokers  had  pen¬ 
cilled  in,  and  prompted  a 
round  of  downgrades.  Gold¬ 
man  Sachs  moved  VW  to 
market  performer. 

The  shares  ended  €4.40  or 
65  per  cent  lower  at  €6750 
in  heavy  volume  of  4.8m 
shares  traded.  Daimler¬ 
Chrysler  slipped  €L45  to  €94 
and  BMW  lost  €6.55  at 
€66750. 

Man  was  a  casualty  of  the 
latest  German  machinery 
orders  and  unexciting  nine- 
month  results.  Incoming 
machinery  orders  fell  11  per 
cent  in  April,  which  with 
news  of  slowing  third-quar¬ 
ter  sales  growth,  sent  Man 
down  90  cents  at  €3030. 

Hair  care  and  cosmetics 
leader  WeDa  rose  €3050  to 
€75550  after  an  upbeat  trad¬ 
ing  statement  sparked  posi¬ 
tive  broker  comment  Gold¬ 
man  Sachs,  which  has  a 
target  price  of  €850  for  the 
shares,  upgraded  its  earn- 
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ings  estimates  for  this  year 
14  per  cent  and  12  per  emit 
for  2000. 

Insurers  were  well  bought 
Munich  Re  gained  €430  at 
€191.40. 

PARIS  weakened  through¬ 
out  the  day.  taking  a  pause 
after  hitting  a  life  high  on 
Tuesday.  The  CAC-40  closed 
down  but  off  its  lows,  shed¬ 
ding  1632  to  4574.70  despite 
a  steady  start  an  Wall  Street 

Retail  and  consumer  goods 
companies  reacted  positively 
to  an  unexpected  increase  in 
March  consumer  spending. 

For  fufi  FTSE  European  Indices 
see  Em  Markets  page. 


Retailers  stood  out,  with 
supermarket  chain  Carre- 
four  adding  €12  to  €733 
while  Pinault  Printemps 
Redoute  was  up  €2.80  to 
€155.50  and  Promodes  rose 
€150  to  €60050. 

White-goods  stocks  were 
also  lifted  by  the  figures, 
with  Moulinex  rising  66 
cents  or  5,9  per  cent  to 
€1150  and  Seb  adding  €450 
or  6.4  per  cent  €7450.  , 

Lafarge  and  Peugeot  tum¬ 
bled  after  investors  showed 
disappointment  in  their  first- 
quarter  sales  figures. 
Lafarge  was  down  €4.05  to 
€9455.  Peugeot  fell  €7.40  to 
€15850. 

AMSTERDAM  ended  1.12 
lower  at  57553  on  the  AEX 
index  with  steep  falls  for 
Philips  offsetting  strong 
gains  at  Aegon. 

Aegon  stayed  a  firm  mar 
ket,  gaining  €455  to  €8950 
for  a  two-day  advance  of  93 
per  cent  Philips  fell  foul  of 
overnight  profit-taking  as  US 
technology  stocks  turned 


changed  in  early  trading,  shares,  upgraded  its  earn-  technology  stocks  turned 
with  the  IPC  index  up  a  mea¬ 
gre  3.71  to  5386.10.  Investors  T  1 

burg  catches  up  after  break 

first-quarter  corporate 

results  for  direction.  ctfiimi  ACMPA  1073  to  6,922.7,  industrials 

BUENOS  AIRES  was  lead-  -  put  on  118.1  to  7.4543  and 

tug  gainers  in  the  region,  Johannesburg  pressed  golds  picked  up  9.1  to  960.5. 
with  the  Merval  index  higher,  catching  up  with  the  Cigarette  and  luxury 
adding  650  or  1.4  per  cent  to  performance  of  international  goods  group  Richemont  leapt 
51030  at  midsession,  boosted  markets  on  Tuesday  when  730  cents  to  H99-80  after  CS 
by  robust  results  in  telecom,  domestic  markets  were  First  Boston  raised  its  target 
steel,  and  oil  companies  ear-  closed  for  a  public  holiday.  price  on  the  Swiss-domiciled 
Her  in  the  week.  The  overall  index  jumped  company. 


Cigarette  and  luxury 
goods  group  Richemont  leapt 
730  cents  to  H99-80  after  CS 
First  Boston  raised  its  target 
price  on  the  Swiss-domiciled 
company. 


Earnings  fuel  Jakarta  surge 


fl^PACIHC 

Lower  interest  rates  on 
central  bonk  certificates  and 
hopes  of  a  surge  in  dividends 
after  upbeat  earnings  reports 
sent  JAKARTA  ahead  a 
robust  2.6  per  cent 

News  that  some  high- 
profile  companies  had  come 
closer  to  completing  their 
debt-restructuring  pro¬ 
grammes  also  helped  the 
composite  index  to  close 
12.14  higher  to  481.34. 

TOKYO  ended  lower  after 
fluctuating  around  the  17,000 
level  all  day,  twites  Bethcm 
Button. 

After  an  early  boost  from 
Watt  Street,  a  strengthening 
yen  led  to  some  selling, 
while  other  investors  saw  an 
opportunity  to  take  profits 
ahead  of  the  Golden  Week 
holiday.  Continued  rumours 
of  a  further  government  eco¬ 
nomic  stimulus  package 
were  not  strong  enough  to 
prop  the  market  up. 

The  Nikkei  225  average 
eventually  slipped  15.03  to 
1634234,  after  hitting  a  high 
of  17,149.91  in  relatively 
strong  morning  trading,  and 
plunging  to  a  low  of  16381.60 
not  long  before  the  dose. 

The  broader-based  Topix 
Index  dropped  2.78  to 
1347,64,  while  the  more  rep¬ 
resentative  Nikkei  300  eased 
034  to  289.67. 


Phffipfrines 
Mania  Composite 
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Volume  continued  to 
increase,  with  677m  shares 
changing  hands,  versus 
633m  on  Tuesday.  Falling 
shares  outnumbered  climb¬ 
ers  695  to  483,  with  137 
unchanged. 

Exporters  suffered  from 
the  stronger  yen,  particu¬ 
larly  in  the  automobile  and 
electronics  sectors.  Toyota 
was  down  Y100  at  Y3.47Q, 
Suzuki  Y46  at  Yl.738  and 
Honda  Yl20  to  Y5.480 

Toshiba  dropped  Y5  to 
Y821,  TDK  Yl50  to  Y9.030 
and  Matsushita  Y70  to 
Y2325.  Sony  climbed  Y14Q  to 
Y1 1,700,  but  announced  a 
steep  fall  in  profits  after  the 
market  dosed. 

Bank  shares  were  the  most 
heavily  traded.  Sakura  Bank 


gained  -Y17  to  Y460,  Fuji 
Bank  Y32  to  Y910.  and  Indus¬ 
trial  Bank  of  Japan  Y2S  to 
Y98S.  Mitsui  Trust  and 
Daiwa  Bank  were 
unchanged,  and  Yasuda 
trust  fell  Y4  to  Y151. 

In  Osaka,  the  OS£  slipped 
5734  to  18,17833  in  volume 
of  45m. 

MANILA  rose  to  a  fresh 
20-mouth  high,  although  vol¬ 
umes  fell  back  from  the  pre¬ 
vious  session's  bumper  lev¬ 
els.  Foreign  investment 
stayed  positive. 

The  composite  index, 
which  ended  39.14  higher  at 
2,45939,  is  now  125  per  cent 
above  its  lows  of  last  Sep¬ 
tember.  Manila  Electric  rose 
450  pesos  to  101  pesos  after 
another  day  of  heavy  trad¬ 
ing.  with  Spain’s  Union 
Fenosa  Acex  building  up  a 
stake  in  order  to  acquire 
board  representation. 

KUALA  LUMPUR,  which 
surged  7.8  per  cent  last 
week,  suffered  profit-taking 
for  a  second  day,  although 
volume  fell  bade  to  almost 
half  that  of  Tuesday.  The 
composite  index  retreated 
839  or  13  per  cent  to  661.63. 

SINGAPORE  turned  nega¬ 
tive  to  close  2.1  per  cent 
lower  despite  reaching  an 
intraday  high  in  early  trad¬ 
ing.  The  Straits  Times  index 
closed  3933  lower  to  1337.16 
after  profit-taking  was 


sparked  by  falls  in  Hong- 
Kong  and  Tokyo  ahead  of  a 
holiday  in  Japan. 

Blue-chip,  property,  and 
electronics  stocks  were  the 
most  heavily  hit  The  prop¬ 
erty  sub-index  fell  3.3  per 
cent  while  high-tech  stocks 
conceded  3.5  per  cent,  vrtih 
Creative  Technology  leading 
the  losers,  down  S$2  or  85 
per  cent  to  SS2L4. 

HONG  KONG  closed 
sharply  lower  in  volatile 
trade  as  futures-related  sell¬ 
ing  and  profit-taking  erased  ; 
early.  Wall  Street  inspired 
gains.  1 

The  Hang  Seng  Index  fin¬ 
ished  231.40  or  1.73  per  cent 
lower  at  13.133.39.  The 
blue-chip  index  fluctuated  In 
a  range  of  nearly  600  points 
from  13,62836,  the  highest 
level  since  October  1997,  to  a 
low  of  13,035.72. 

Hongkong  Telecom  ted  the 
retreat,  shedding  HK$155  or 
7.1  per  cent  to  HK$20.40. 

Henderson  Land  bucked 
the  trend,  rising  HK$l.lfl  to 
HK$43.60  amid  rumours  that 
Lee  Shau  Kee,  chairman, 
had  lifted  his  shareholding. 

KARACHI  climbed  13  per 
cent  on  speculative  foreign 
buying  in  telecommunica¬ 
tions  shares,  which  was 
encouraged  by  local  institu¬ 
tional  demand  for  blue 
chips.  The  KSE-100  index  fin¬ 
ished  2056  higher  at  1.092.18. 


weaker,  slipping  €2.75  to 
€8155. 

Baan  rebounded  steeply 
after  first-quarter  sales  fig¬ 
ures  reversed  sentiment  far 
the  software  producer,  lift¬ 
ing  tbe  shares  €L10  or  135 
percent  to  €9.05. 

ZURICH  failed  to  sustain 
early  gains  and  the  SMI 
index  finishod  ib.4  weaker  at 
73603. 

However,  Roche  continued 
to  profit  from  the  US 
approval  for  its  anti-obesity 
drug  Xenecal  and  the  certifi¬ 
cates  edged  SFr35  higher  to 
SFrI8,i85.  Its  rival,  Novartis, 
resumed  its  slide,  losing 
SFr22  to  SFr2355. 

Ares-Serono  posted  further 
gains  on  the  back  of  Tues¬ 
day’s  strong  first-quarter  fig¬ 
ures.  The  stock  rose  SFrS4  to 
SFr-2,144. 

MILAN  was  little  changed 
as  the  market  awaited  devel¬ 
opments  in  the  Telecom -Oli¬ 
vetti  and  banking  mergers. 


The  Mibtel  index  finished 
115  lower  at  24308- 

Telecom  Italia  gave  up  Q3 
per  emit  to  €956  after  the 
board  rejected  the  Olivetti 
bid.  Tbe  heavily  traded  Oli¬ 
vetti  lost  2.6  per  cent  to 
€3.18. 

BCI  put  on  L7  per  emit  to 
€7.63  after  Banca  Mesa  indi¬ 
cated  it  was  interested  in  the 
Milan  bank.  Intesa  lost  15 
per  cent  to  €532. 

HELSINKI  closed  23  per 
cent  lower,  hit  by  a  43  per 
cent  fell  in  market  heavy¬ 
weight  Nokia.  Shares  fell 
€3.10  to  €71.40  as  investors 
feared  Nokia  would  struggle 
to  maintain  its  strong  first- 
quarter  results.  The  Hex 
index  followed  suit,  losing 
14952  to  6,79332. 

COPENHAGEN  went  its 
own  way,  advancing  3 JSl  or 
1.7  per  cent  to  20733  on  the 
KFX  index.  One  of  the  day’s 


Although  there  has  been  a 
steady  increase  in  trading 
levels  in  recent  years  the 
key  event  which  sparked  the 
rise  of  recent  months  was 
the  partial  privatisation  and 
listing  last  November  of  49 
per  cent  of  the  Icelandic 
Investment  (FRA). 

This  was  followed  by  the 
Ifvtftflg  anrt  leaning  of  shares 
equivalent  to  15  per  cent  of 
the  equity  in  two  more  gov¬ 
ernment  owned  banks  - 
Landsbanhi  and  Bunadar- 
hanlri. 

Stnce  its  privatisation  at 
Krl-40  a  share,  FBA  has 
rises  sharply,  closing  yester¬ 
day  at  IKr2.40,  whetting  the 
appetite  of  investors.  The 
bank’s  performance  has 
helped  spur  the  financial 
sector,  which  is  up  15.1  per 
-cent*  this  year,  outperform¬ 
ing  the.  broad  market  rise  of 
9  A  per  cent 

“Investors  are  looking  for 
the  potential  of  rationalisa¬ 
tion  and  mergers  in  the  sec¬ 
tor,"  said  Thorsteinn  Vig- 


main  features  was  Carls-  Iundsson,  head  of  research 
berg’s  4  per  cent  rise,  up  at  Ka  up  thing.  He  believes 


DKrl2  to  DKr310  cm  news  of 
its  acquisition  of  Lithuanian 
Svyturys  brewery. 
ISTANBUL  shot  up  3.6  per 


cent  to  a  record  dose  amid . .  of  years. 


the  present  three  commer¬ 
cial  banks  and  numerous 
saving  banks  could  be  cut  to 
two  main  players  in  a  couple 


confidence  that  the  Demo¬ 
cratic  Left  party  of  Bulent 
Ecevit,  prime  minister, 
would  be  able  to  form  a 
strong  coalition  government 
The  IMKB  National  100 
index  closed  188.04  higher  at 
5,483.68  in  turnover  that 
jumped  to  an  all  time  high  of 
TL245550bn. 

Written  and  etoted  by  Jeffrey 
Brown,  Bertrand  Benoit,  Paul 
Grogan  and  Mcoia  WBsao 


Technology  stocks  have 
been  the  market’s  best  per¬ 
formers,  up  around  53  per 
emit  this  year.  "These  stocks 
have  been  following  the 
global  trend  with,  investors 
looking  towards  companies 
with  high  growth  and  high 
profits,1*  Mr  Viglundsson 
said. 

However,  the  stocks  only 
represent  a  small  part  of  tbe 
index.  The  market's  largest 
company  is  Iceland  Steam¬ 


ship  Co,  which  has  has 
gained  around  446  pear  cent 
in  iggg,  helped  by  the  ecp; 
nomic  growth  of  around  5 
per  cent  a  year  and  solid 
results. 

The  flow  of  new  compa¬ 
nies  to  the  market  is  con¬ 
tinuing.  Yesterday  was  the 
first  day  of  trading  for  Bau- 
gur.  the  supermarket 
retailer.  The  offering  of  10 
per  cent  of  the  company  at 
nri-ans  was  three  times  over¬ 
subscribed  last  week,  with 
the  stock  closing  at  EKriO  an 
its  first  day.  However  trad¬ 
ers  said  there  was  a  lack  of 
the  fever  that  surrounded 
privatisations  last  year  and 
led  to  10  to  25  times  oversub¬ 
scription.  This  time  there 
was  a  debate  over  pricing 
and  what  was  fair  value  for 
a  retail  stock. 

Hopes  remain  of  a  further 
sell-off  of  bank  shares,  per¬ 
haps  later  this  year,  and  the 
privatisation  of  stateowned. 
telecom  operator  Landssi- 

minti 

The  last  week  has  seen 
some  weakening  in  the  mar¬ 
ket  with  the  ICEX  main 
index  felling  15  per  cent  yes¬ 
terday.  Warnings  by  ana¬ 
lysts  that  stocks  could  now 
be  overvalued  have  dented 
confidence,  traders  said. 

As  yet  sentiment  has  been 
unaffected  by  the  general 
election  on  May  8  said 
Svanbjorn  Thoroddsen,  heed 
of  capital  markets  at  FBA 

Nicholas  George 


Capital  Market  Conference 


The  Hypotfaekenbank  in  Essen  AG,  one  of  institutes.  Not  only  will  current  capital  market 
the  largest  German  mortgage  banks  with  a  related  topics  be  discussed,  bin  also  toe  de- 
balance-sheet  total  of  more  than  €  50  bn,  is  velopment  of  toe  international  Pfandbrief 
organising  an  International  Capital  Market  market  will  be  addressed. 

Conference  from  27th  to  29  to  May  1 999,  with  The  fallowing  issues  far  example  are  ex- 
speakers  from  internationally -active  credit  peeled  to  be  raised: 


EMfArim  Economic  Crfafa  -  with  special  reference  to  Korea  — 

Emerging  Marfan  -  No  tight  1  end  of  nmnd?  •  Interest  rate  » 

Earn  vs.  US  Dollar- A  leadership  change  In  world  currency? 

ECBand  ftd-A  conudoa  monetary  policy  far  the  world  economy?  -  Inwwst  rate  hmw 
JW»/GMnlPtadliricfe  —  Tbe  Asian  potato/1  view 

Jawbo  /  Gtotml  Pthudbriefc  JWAMtfteaa/CMgdtan  point  gfyjow _ 

Rattag  results;  different  approaches,  some  molts  -  who  predates  tbe  Most  reliable  mob** 
Importance  of  thf  rating  Jgwiq _ — 

Need  for  further  drvefopmest  of  Jumbo  Pfandbriefr  (volume,  taming  procedure,  r*™ 
future*,  indices)  ns  seen  by  market  makers, 

Jumbos  folWW?  When  vriM  market  makers  have  their  books  (Hied  and  hr-wM.. _ rrnTr|rir[, 

Rwcnl  developments  on  tfar  IS  Capital  Market  (US  Agenda) 
jree  Pfandbrief  vs.  MBS^  US  Agreed  issuing  activities  vs.  Gemae  k-.. 


dCk 

CMO 

V 

Hypothekenbank  in  Essen  ag 

Gildehofstrasse  1  D-45127  Essen  Germany  Phone:  +4910)201/81 35.392  Fax- 

Internet  www.essenhyp.de  E-mail:  info@essaihyp.de  "  "4fi9 


Please  fax  or 


Market  Conference 
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It’s  what  DuPont  has  always  done. 

Taking  leaps  that  change  everything 
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and  Mylar  for  travel 
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KEVLAR9  is  a  DuPont  registered  trademark  for  its  brand  ofUghtweighir  high-strength  fiber.  MYLAR9  is  a  DuPont  registered  trademark  for  its  brand  of  polyester  film. 
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growing  food  where  food 
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Taking  the  lea  os  that  make  miracles  happen. 

In  every  field  from  fashion  to  p  h  a  r  m  a  c  e  u  t 1  c  s  :  s 
to  agriculture  to  aerospace. 

For  DuPont,  it’s  business  as  usual. 

Today  the  company  is  leaping  toward  a  whole  n  e  w  V*  c  r  l  a  - 
where  buildings  and  bridges  are  made  with  a  s  i :  k 
that’s  stronger  than  steel.  Where  electronic  newspapers 
are  so  thin  and  flexible,  they  can  go  anywhere. 

Where  clothes  are  made  from  fabrics  that  snow”  to 
warm  you  when  you’re  cold,  and  cool  you  when  y  a  u  ■  e  r.  a  : . 

We’ll  get  there  the  same  way  h'"# 

w  e  a  1  w  a  y  s  h  a  v  e  .  s 


The  people  of  DuPont. 

With  the  imagination  to  envision  the  impossibl 
the  determination  to  find  the  wav, 
and  the  conscience  to  find 


the  right  way. 
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The  miracles  f  science 
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